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DOES IT PAY 
To Buy Cotton 


In the 
Planting Season? 


We have prepared a special letter on this 
subject which we will be pleased to mail you 
on request. Ask for 10-MW 


McCLAVE & CO. 


New York Stock Exchange 
MEMBERS { New York Cotton Exchange 


67 Exchange Place, New York 


Telephone 2810 Rector 


UPTOWN BRANCH 


Hotel Ansonia, 73d & B’way 
*Phone 1615 Columbus 
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You Can Invest 


in any high-grade securities, stocks or bonds, 
by depositing with us small amounts from 


time to time, as we specialize in 
On Margin 


ODD or Full 
LOTS Payment 


Your order, regardless of the amount, 
will receive our personal attention. 


Our booklets ‘A Suggestion to Invest- 
ors” and “The Working Dollar’ are full of 
useful data—and with it you are well and 
profitably informed. Sent on request. 


(IsHOLM & (HAPMAN 


New York Stock Exchange 
Members {Now York Cotton Exchange 


73 BROADWAY NEW YORK CITY 


215 Montague St., Brooklyn, N. Y. 
12 North Broadway, Yonkers, N. Y. 
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How to make instalment 


purchases of stock for 
investment. 


Our Booklet T-16 fully de- 
scribes the methods. Send 
for tt. 
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Members N. Y. Stock Ezchange 
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7 Wall St. New York | 
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To Yield 6% 


we offer a portion 
of an issue of bonds 
which constitute a 


First Mortgage 


on the electric light 
and power, the gas 
and water utilities 
of an old and well 
established com- 
munity. Earnings 
applicable to these 
bonds are 


Four Times Interest 
Charges 


Our Circular MW-zoo describes this conserv- 
ative investment, It is yours for the asking. 


W.R. Britton & Co 


80 Broadway NEW YORK 
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THE OUTLOOK 


Complications with Germany—Growing Exhaustion Abroad— 
A Runaway Steel Market—Our Foreign Trade— 
Prospects for Stocks 


HE relations between America and Germany have again been brought prominently 
to the fore by Germany’s announced decision to sink armed merchantmen with- 
out warning after March 1 and by the partial disagreement between the Presi- 

dent and Congress as to the desirability of warning American citizens to keep off such 
ships. 

This difficulty has arisen entirely as a result of new methods of warfare brought 
into prominence by the submarine, and both sides have good arguments. The whole 
question hinges on this point: When is a merchantman acting in defense and when in 
offense? An Italian ship on which a gun is mounted sights a German submarine and 
at once fires on it. Italy may reasonably contend that this action is taken in self- 
defense, since the submarine is there for the avowed purpose of sinking Allied mer- 
chantmen. Germany, on the other hand, would call this an act of offense, since the 
merchantman fired the first shot. It is simply an unsettled question of international 
law. 

Our Government is endeavoring to get the contending parties to agree on some rule 
to be followed by both parties to the conflict, but with little prospect of success. In 
the meantime President Wilson has announced his intention to insist upon international 
law as it has stood heretofore, recognizing the right of a merchantman to carry a few 
guns for the purpose of “ self-defense ”- whatever that may mean under the new con- 
ditions. 

It hardly seems reasonable or possible that this country should be dragged into 
the war over such a debatable question of international law as the above, and the stock 
market evidently takes that view of the matter; for prices have been more sensitive to 
the fact of disagreement between the President and Congress in such a delicate situa- 
tion, than to the President’s decision not to warn Americans off armed ships. So far 
the action of the market seems to indicate that investors regard with incredulity the 
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idea of our going to war at this late date over Germany’s submarine campaign, after 
the considerable concessions made by that country to meet our views. 

A more important influence, as this is written, is the German attack on Verdun. 
Our market is interpreting this move as bearish, because if the Germans should succeed 
in breaking the French line at that point—heretofore considered practically impregna- 
ble—there is a possibility that they might reach Paris and thus probably shorten the 
war. ? 


Signs of Exhaustion 


]* the meantime, signs of gradual exhaustion are apparent on both sides. Attention 

has heretofore been called in this department to the fact that under present condi- 
tions in the. warring countries rising prices represent, to a great degree, economic ex- 
haustion. When we see, therefore, that prices in England are now bounding upward 
faster than ever, that means more to us than all expressions of British confidence. The 
Economist’s index number of commodity prices now stands at the sensational level of 
8,840, which compares with 2,549 just before the war—a rise of over 50 per cent. 

As to German prices, we have less accurate information but they appear to have 
risen at least 75 per cent. There are also persistent reports of the failure of several 
small German banks, which are mentioned by name in Swiss dispatches. If these re- 
ports are correct, the significant feature is that the big German banks, now backed by 
the Government, have been unable or unwilling to help the smaller banks to maintain 
themselves. England, naturally enough, anticipates the collapse of the whole German 
banking structure. 


A Runaway Steel Market 


THE growing demand for steel has reached the point where buyers pay little atten- 

tion to prices. They are anxious to fill their future requirements practically re- 
gardless of price. The leading steel companies have sold nearly all the steel for 1916 
delivery that they dare sell, as they fear a shortage. 

The average price of all steel products is now about $49.00 a ton, or more than 
$18.00 higher than the average for the year 1914, and this price does not include 
premiums for early delivery, which often amount to $5.00 or $10.00 a ton more. 
Heretofore the prices of 1899 have represented the high-water mark, but those records 
are now being overtaken and passed. The highest prices during the last decade were 
made in 1907, when the average for the year was $40.63. 

These sensational prices are due to the increase of domestic demand, on top of 
previous heavy sales to be used in filling war orders. Many manufacturers believe that 
England and France cannot continue to supply the steel needed in the war and that 
there will therefore be a pronounced increase in the export demand here. 

The natural result of this situation in steel is a renewal of heavy buying of pig 
iron and the trade is expecting that available stocks will soon be cleaned up. So far 
the advance in iron, although amounting toabout 40 per cent since April, 1915, has not 
reached the same relative plane as steel prices. January iron production was slightly 
less than December owing to labor troubles and February production has been, as usual 
in that month, somewhat interfered with by weather conditions. 

Copper and spelter are likewise selling at high record prices and are likely to be 
held at a high level so long as the war lasts. 


The Metal Stocks 


"TBE aboye conditions naturally mean big earnings for all metal producing and 
manufacturing companies and it is rather surprising that the prices of these stocks 
have not shown a more active response. However, it is to be borne in mind that all 
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these stocks have already had a big advance, so that an unfavorable technical position 
was created; also that the general market has of late been much influenced by consider- 
ations entirely outside the question of earnings or dividends. 





Our Trade Balance 


OvuE excess merchandise exports of $151,343,000 in January were about $80,000,000 
below the average of the preceding three months but equal to the monthly average 
for the entire year 1915. 

Exports are checked by lack of ocean tonnage and to some extent by the very 
high ocean rates. The tremendous rise in rates is not fully appreciated by the public. 
For example, the rate on flour to Liverpool Aug. 1, 1914, was 12 cents per hundred 
pounds. It is now above 90 cents.. The rate on cotton was then 20 cents per hundred, 
now $2.50, and advances on other products have been similar. 


Less Foreign Liquidation 


(HE decline of our prices has had the effect of checking liquidation from abroad. 

England’s mobilization plan, when first put in operation, caused considerable 
direct selling here by foreigners who preferred that method, but this is gradually fall- 
ing off. 

It is now believed that the British Government will use the securities obtained 
through the mobilization plan as basis for a collateral loan here. Our falling prices 
have doubtless had an influence toward that decision. As the last call from the banks 
in which the proceeds of the Anglo-F rench loan were deposited has now been made, it 
is apparent that some form of further financing will soon be necessary to enable Eng- 
land to maintain the exchange rate at its present level. 

France is already negotiating for a loan here, estimated at $200,000,000, to be 
based on securities of this and other neutral countries as collateral. 

This means, of course, a further demand upon our supplies of accumulated capital ; 
but the present prospect is that we shall have enough for the purpose, especially in 
view of the fact that our own corporations are making only very small demands for 
new capital, With our present great prosperity, capital is piling up rapidly and niust 
have some outlet. If our own corporations fear to expand because of the uncertainties 
due to the war, investors will undoubtedly be willing to take some further foreign loans 
if secured by neutral collateral; but the fall in the price of the Anglo-French bonds 
shows that our investors will hesitate to lend their money on the direct credit of the 
warring nations. 

On the other hand, there can be no question that a good deal of foreign capital is 
being transferred to this side by private investors abroad, for safe keeping and to 
avoid taxation. Any careful analysis of our foreign trade since the war began will 
convince the student that this transfer of capital must have taken place, though it is 
necessarily carried on with the greatest possible secrecy. It is highly probable that it 
will continue and will even outlast the war. It is a factor to be reckoned with in con- 
sidering the American investment situation. 


The Prospect 


[HE threatening aspect of our foreign relations has led to considerable selling of 

weakly held stocks and they are necessarily passing into stronger hands. This is 
the reverse of the process which was going on at the high prices of last fall, when in- 
vestors were taking their profits and excited speculators were doing the buying. How 
long the process will last cannot be stated, in view of the many complicating factors in 
the situation, but our belief is that when it is completed it will be followed by ad- 
vancing markets for many securities on the basis of big earnings. 





“Preparedness” 


in Banking 


What the Federal Reserve Sys- 
tem Has Accomplished—Rais- 
ing $100,000,000 in Gold— 
Simple Underlying Principles 
—Dividend Outlook for Re- 
serve Banks 





By the HON. CHARLES S. HAMLIN 





Governor of The Federal Reserve Board, Washington, D. C. 





OR many years the United States 
has been more or less isolated, both 
from a commercial and a financial 

point of view, but within the past genera- 
tion our activities have greatly broad- 
ened. Our people have become today a 
factor in the world’s progress, both com- 
mercially and financially. I was reading 
the other day an article by a well known 
scholar in which the statement was made 
that “the detached individual has gone 
out of existence.” I could not but real- 
ize the truth of this statement and that 
it could be, as well, applied to the nation 
as to the individual. 

Today we must recognize that the 
detached nation has gone out of ex- 
istence; that we are all part of the com- 
posite group of the nations of the 
world, and that almost every event in 
the world’s progress, whether for good 
or for bad, must sooner or later affect 
the interests of our people. 


Problems of Today 


There are many problems before us 
today for settlement which come under 
the general heading of preparedness. 
There is preparedness in the military 


sense, and, as well, preparedness in the 
financial, banking and commercial sense 
of the term. I shall say little or noth- 
ing of preparedness from the military 
point of view, and shall simply rest with 
pointing out that from the financial and 
banking points of view we certainly are 
now well prepared, and can look to the 
future with confidence. 


“ Preparedness ” in Banking 


So far as the finances of the nation are 
concerned, the Gold Standard Act of 
1900, passed under a Republican Admin- 
istration, has settled that question for 
ever. So, also, the Federal Reserve Act, 
passed under a Democratic Adminstra- 
tion, has at last placed our banking sys- 
tem upon a sound basis—one of the 
firmest and best in the world. 

When this terrible conflagration in 
Europe is over there will be many great 
problems for us to consider, and we 
must prepare for their solution in ad- 
vance. 

I have stated that we are now prepared 
in the banking and financial sense of 
the term. I would say more. I believe 
that ultimately it will be demonstrated 
that out of this new Federal Reserve 
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Banking System the people of the United 
States will save, each year, much more 
than the cost of any reasonable military 
preparedness which the people of the 
United States will ask Congress to se- 
cure, 


The $100,000,000 Gold Fund 


We have to go back only a little over 
a year, to August, 1914, to see what a 
startling change has occurred in our 
country. We then owed, in gold, at least 
$500,000,000 abroad. The first business 
of the newly created Federal Reserve 
Board was to collect a sufficient amount 
of gold to satisfy our foreign creditors 
that we could and would pay every ob- 
ligation which is payable in gold in that 
metal. We appealed to the people of 
the United States through the banks and 
bankers, and they responded without de- 
lay by giving us a fund of over $100,- 
000,000 of gold. The accumulation of 
this fund satisfied all nations that every 
demand obligation payable in gold could 
be and would be promptly paid in that 
metal. 

I believe we could have as easily raised 
$200,000,000 as the amount we did in 
fact raise. You will also remember that 
it was necessary to issue the so-called 
Aldrich-Vreeland currency notes, and, 
in some cases, clearing house certificates, 
to supply the demand for currency which 
arose shortly after the beginning of the 
war. It will be a liberal estimate to say 
that not over $500,000,000 altogether was 
needed in these notes and clearing house 
certificates to assuage all fear of trouble, 
and all will realize the strength of the 
Federal Reserve System when I say 
that we could easily supply over $600,- 
000,000 of additional credit at the pres- 
ent time, and our resources are not yet 
as large as they will be shortly, when 
all reserve payments have been made by 
the member banks. 


Principles of Federal Reserve Act 


The Federal Reserve Act was founded 
on certain simple principles of banking 
which had been recognized on the Con- 
tinent of Europe for many years. These 
principles were well brought out by the 
investigations of the so-called National 


Monetary Commission, and no student of 
finance will fail to appreciate the pains- 
taking research of that Commission. 
The people of the United States are 
greatly indebted to its members for what 
they accomplished. 

As I have said, the principles under- 
lying the Federal Reserve Act are 
simple.. They represent, among others, 
the principle of consolidation of reserves 
and note issue, keeping apart the func- 
tion of ordinary banking from that of 
the issue of notes. The Act provides for 
twelve independent Federal Reserve 
Banks, but connected together through 
the Federal Reserve Board, so that the 
strength of every bank is at tlhe service 
of every other. 

Opposed to this principle of twelve 
banks was a bill presented by the Na- 
tional Monetary Commission having one 
central bank. This latter bill was well 
worked out in detail. Its principal 
fault was that the system was almost 
completely controlled by the banks, and 
that the interests of the people were 
not adequately represented on the Board 
of Directors. In any event it was never 
brought to a vote in either House. 

The Federal Reserve System, on the 
other hand, has direct representation in 
that each Federal Reserve Bank has 
three members of the Board of Directors, 
appointed by the Federal Reserve Board, 
who are chosen to represent not only 
the banks but, as well, the people of the 
United States, who are the customers of 
the banks. I believe that the System 
gives us all the benefits of a central 
bank without the disadvantages of such 
a System. 


What the Federal Reserve Act Has 
Accomplished 


We can realize what has been accom- 
plished under this Act when we con- 
sider the position of the National banks 
under the old law. We had 7500 inde- 
pendent banks,—a disorganized army,- 
without lieutenants, majors, colonels or 
generals, each individual bank in fact 
being a general. In time of trouble each 
bank had to take care of itself, and likely 
at the expense of its customers. The 
notes of customers which were dis- 
counted were placed in the bank vaults 
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as if they were funeral vaults, and there 
they stayed until maturity, their Resur- 
rection day; if taken out before ma- 
turity and sold, the bank would have 
had the finger of suspicion pointed 
toward it. 

The National banks, under the old sys- 
tem, could not accept bills of exchange. 
All this has been changed, however, and 
now they are authorized to accept bills 
in the foreign trade. Furthermore, any 
bank whose reserve falls can at once turn 
commercial paper which it holds into 
cash at the Federal Reserve Bank, so 
that it can always feel certain that. its 
wants can be cared for. 


Advantage to Individual Borrower 


I am sure you want to know, however, 
just what this system has done for the 
individual borrowers. The following 
facts are clear. Banks to-day can bor- 
row from one another at rates cheaper 
than for many years; in many parts of 
the United States individuals can borrow 
from banks at lower rates than ever be- 
fore; cities, municipalities, towns and 
villages can borrow to-day on their war- 
rants at rates far lower than they have 
ever before been able to secure. Some 
of this gain to customers has resulted 
from the lower reserve requirements es- 
tablished for member banks by the Fed- 
eral Reserve Act; some, also, by the 
inflow of gold into the United States. 


Much of the gain has come directly from 
the discount rates fixed by the Federal 
Reserve Banks. 


Dividend Outlook for Reserve Banks 


Some occasionally complain because 
the Federal Reserve Banks are not earn- 
ing their dividends. At the present time 
they are practically all paying their ex- 
penses, while only a few have been able 
to earn dividends. It should be remem- 
bered, however, that no new bank can 
fairly be expected to pay expenses and 
dividends the first year. The Federal 
Reserve Banks, undoubtedly, when nor- 
mal conditions are, restored, will easily 
be able not only to meet their expenses 
but to pay dividends as well. We should 
not forget that these banks were not or- 
ganized primarily as profit making in- 
stitutions; on the contrary, they were 
organized to hold the reserve of the 
country. When it is for their interest 
they enter the market; when it is not, 
they stay out, but in my opinion they 
must always keep part of their resources 
loaned or invested, in order properly to 
regulate market conditions, and these 
loans or investments, incidentally, in 
normal times, will be ample for all ex- 
pense and dividend requirements. 

a by Mr. Hamlin for THE MAGA- 
ZINE OF WALL STREET from a recent ad- 


dress before the Republican Club of New 
York.] 

















Let every man lay down the rule for himself that in- 
variably he will spend less than he makes. Then he is safe. 
No man can be happy in this life for any length of time if 
he does not live up to this principle, no matter how daz- 
zlingly he starts out or what his prospects are. If he deviates 
from this rule he will come sooner or later to grief. He must 
save to succeed. He must succeed in something to be happy. 


—Russell Sage. 
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Illinois Steel Co.’s Blast Furnaces 


By BARNARD POWERS 





NSWERING the question “Is the 
Steel dividend safe?” would seem 
to be almost a superfluity and a 
waste of words at the present time. For 
Steel the Prince, has doffed his Pauper’s 
garb and again resplendent in the regal 
robes of prosperity has ascended his 
throne of industrial leadership once more 
and appears to be in for a long and high- 
ly successful reign. But how secure are 
the underpinning of the throne? And 
will history repeat itself in the cycle of 
years, or has the industrial millenium of 
non-reducible dividends at last been at- 
tained? So constituted is the mind of 
man that the last calamity seems always 
the final one and the new prosperity the 
interminable one. 

In the canyons of Wall and Broad 
Street you will find many supposedly in- 
telligent persons, who, a year or longer 
ago, predicted with doleful shakings 
of the head that Steel common would not 
be in a position to resume dividends for 
“ years to come,” but who now are equal- 
ly as positive that the time when the 
present dividend will again be reduced 
or passed, is too far off to be worthy of 
more than passing consideration. Such 
individuals are those whose perspective 
is no longer than a day’s length of ticker 
tape. They never know a thing can hap- 
pen until it has actually happened and 
then they discover they “knew it all 
along.” 


The Future from the Past 


The only way of arriving at any intelli- 
gent opinion in regard to the likelihood 
of future events, is to predicate what 
may happen on what has actually hap- 
pened; the forecast, of course, to take 
into consideration whatever changed situ- 
ation may exist at the present as com- 
pared with the past, and such changed 
conditions which the future is likely to 
show. Any analyst who attempts to do 
more stamps himself as either a fool or 
an insincere person who endeavors to 
take advantage of the credulity of his 
readers. I trust I am neither. 

My purpose, then, is to show what 
the U. S. Steel Corporation has been able 
to do in the span of its corporate exist- 
ence, what it is doing and is able to do at 
the present time, and what it may be ex- 
pected to show in the future under such 
conditions as are likely to develop. 

The natural corollaries to the question 
which heads this article are: “ Has the 
U. S. Steel Corporation earned its com- 
mon dividend since incorporation?” and, 
“ Has it paid the present rate if earned?” 

In the fifteen years since organization 
the Steel Corporation has earned 121 per 
cent. on the common stock, or an aver- 
age of 8.07 per cent. annually. During 
that time it has had a checkered dividend 
career as far as the common stock is 
concerned. 
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Dividend Record 


Starting out in 1901 by paying 3 per 
cent. on the common, the next year saw 
the rate increased to 4 per cent. The de- 
pression which began in 1903 and ex- 
tended through 1904 and into 1905, was 
reflected in common dividend disburse- 
ments of 2% per cent. in the first year, 
and nothing in the next two years. In the 
succeeding three years, which included 
the 1907 panic year, the common paid 2 
per cent., but in 1909 the rate was raised 
to 4 per cent. In 1910 the common stock 
went on a 5 per cent. basis with the hope 
held out of extra disbursements. But the 
“extras” never materialized. Instead 


Under such conditions conservatism de- 
manded that a very substantial propor- 
tions of each year’s earnings be put back 
into the property. Since it started the 
Corporation has turned into the Property 
or written off, $392,000,000, in round 
figures, or the equivalent of $77 a share 
on the common stock. So that today less 
than one quarter of the common may be 
regarded as “ water.” 


Dividends Versus “ Water ” 

In short, the management had to 
choose whether they would pay full divi- 
dends on watered stock, or whether they 
would spend at least a part of earnings 
each year in the process of —-" 
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the common remained on a 5 per cent. 
basis until the outbreak of hostilities 
abroad and the clouded industrial outlook 
induced the company’s directors in Octo- 
ber of 1914 to reduce the common rate 
to % of 1 per cent. quarterly. At 
the following January’s meeting com- 
mon dividends were entirely omitted. 
For approximately a year the common 
remained on the non-dividend paying list, 
until it was restored to the former 5 per 
cent. rate at last January’s meeting of the 
board. 

One naturally asks why, if the Steel 
Corporation’s earnings during the last 
fifteen years have averaged 8 per cent. 
annually on the common, it has not been 
possible to keep the dividend on a uni- 
form 5 per cent. basis. The answer is 
that the company started with a tremen 
dous amount of “ water” in its common 
stock—some say as much as 100 per cent. 


out the water in the company’s capital- 
ization. In good years there were earn 
ings sufficient for both purposes, but not 
in bad. When it became question of 
choice between the two. policies, there 
apparently was no question in the minds 
of those who direct the Corporation’s 
affairs. Dividends bore the brunt in 
the bad years—as they properly should. 
Any other course would have been bad 
business and would have resulted in a 
stunted growth of which the stockholders 
would have reaped the results in later 
years. Thus it becomes apparent why, 
notwithstanding an average 8 per cent 
rate of earnings on the common stock 
for the last decade and a half, the com- 
pany has not seen fit to pay 5 per cent 
on the common at all times. 

If the management adheres to its past 
policy of eliminating water in the com- 
mon stock it appears that there remains 
























about $108,000,000 of that objectional 
element to be got rid of, or an average 
of about $26,000,000 a year, on the basis 
of past performances. 

In other words, four years of piping 
times in the steel trade would enable 
the company to attain that much-to-be- 
desired position where it could proudly 
throw out its corporate chest and an- 
nounce to the world that no longer was 
there a dollars worth of water in its 
junior stock issue. 


The Present Situation 


The purpose of this discussion is not 
to go into an exhaustive or highly tech- 
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Unfilled tonnage of the Steel Corpo- 
ration on January 31 totaled 8,000,000 
tons, round figures, which, taking into 
consideration that the unfilled tonnages 
no longer include inter-company busi- 
ness, is the largest total in the company’s 
history. In some lines the company has 
sold ahead for nearly the entire 1916 
output, and the aggregate of unsold pro- 
duction for this year is now probably 
smaller than ever before. The situation 
is phenomenal and without precedent in 
the history of the steel industry. New 
business continues to come in at the daily 
rate of between 60,000 and 70,000 tons, 
against shipments of approximately 46,- 
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nical analysis of the Steel Corporation’s 
finances. Its voluminous statistics are 
available to any inquirer and the corpo- 
ration has been “ written up” along the 
lines of financial analysis, times without 
number. It is fitting, however, that I 


call attention to the present remarkable 
situation in the steel industry and the 
tremendous earnings the Corporation is 
now making, as I am of the opinion that 
the purport of them is not fully realized 
by the world at large. 





000 tons, and the Corporation has been 
compelled to refuse a large tonnage be- 
cause of lack of capacity. 


Immediate Common Dividend Outlook 


Based on the current rate of earnings 
it is estimated that U. S. Steel may earn 
as much as $240,000,000 net in the cur- 
rent year, so that the surplus after 
charges and preferred and common divi- 
dends would total $120,000,000. Such 
earnings would mean more than 30 per 
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cent. on the common stock which would 
be by far the best showing the Corpora- 
tion has ever made. With the running 
start the company has obtained this year, 
it is hard to conceive of developments 
during 1916 which would force the pass- 
ing or even a reduction in the common 
dividend rate. As things look now there 
would seem to be at least a couple of 
years of prosperity ahead for the steel 
industry and the U. S. Steel Corporation. 


When the Prince Becomes Pauper 


But what about the time when the 
Prince once again sheds his royal robes 
and dons the Pauper’s rags? Unless pre- 
cedent and history counts for naught that 
time is certain to come, but just when 
it will come no man can say. Three or 
four boom years would doubtless put 
this largest of all industrial corporations 
in a financial position where it could 
weather even a very considerable busi- 
ness depfession without reducing divi- 
dends. On the other hand a sudden end- 
ing of the war and a collapse in busi- 
ness within the next two years would un- 
questionably seriously menace the pr: s- 
ent 5 per cent. rate. 


Conclusion 


Therefore my answer to tne question 
which heads this discussicn is this: For 
the time being, by which I mean the 
present year at ‘east, Steel’s common 
dividends seems safe beyond reasonable 
doubt. and with long continued pros- 
perits m the steel business they might 


STOCK PRICE RANGE OF U.S.STEEL 


125 m 


07 0 © 10 Ul 12 B 4 15 1916 


the common dividend is speculatively 
safe. 

But Steel common cannot as yet be re- 
garded as having entered the seasoned 
investment class, and is therefore not a 
proper depositary for the funds of an in- 
vestor who buys to hold and who is de- 
pendent upon dividend returns for his 
keep. Eventually it will enter into that 
class under the present conservative po- 
licies of management, but it will require 
a considerable period of exceptional pros- 
perity to place it there in what may be 
regarded as the immediate future. 

The test of the stability of the present 
common dividend rate will come in the 
next period of depression in the steel 


prove to be permanent.. That is to say industry. 


SCHWAB’S STEEL PROPHECY. 


A decade ago Charles M. Schwab made the prediction that 
by 1920 production of steel in the United States would be at the 
rate of 40,000,000 tons annually. His prophecy was regarded as 
highly colored. Steel production in this country is now running 
at the rate of close to 40,000,000 tons annually, and it seems likely 
that at the end of the year Mr. Schwab’s prophecy will have been 


fulfilled four years ahead of time. 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 








“Must Buy Abroad As 
Well As Sell”—J. E. Rovensky 


DSCUSSING “ The American Bank- 

ker’s Part in the Development of 
Our Foreign Trade,” before the Balti- 
more Chapter of the American Institute 
of Banking, John E. Rovensky, Vice- 
President of the National Bank of Com- 
merce in New York, pointed out that we 
must recognize “ that the permanent de- 
velopment of our foreign trade shall 
consist not only of the increase of our 
exports in certain lines, but also of the 
increase in the imports in other lines.” 
Mr. Rovensky also noted that “ we must 
not lay undue emphasis on selling abroad, 
but must bear in mind that selling abroad 
should go hand in hand with buying 
abroad.” Concerning the main function 
of the banker in connection with our 
foreign trade, he said: 


From the Cleveland New. 




























THE HORSE LAUGHS 











‘F THIS GOES ON, THE HORSE MAY COME 
‘ BACK 
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The main function of a banker in connec- 
tion with our foreign trade, just as it is in 
connection with our domestic trade, is to 
furnish credit facilities. In the case of ex- 
porters who are compelled by the customs 
prevailing in foreign countries to sell on 
long credit terms, it is the proper function 
of our bankers to extend credit that will 
enable our exporter to meet these condi- 
tions. The limit that is naturally fixed 
upon such extension of credit varies in ac- 
cordance with the nature of the business, 
the class of customers to which the ex- 
porter sells and the standing of the ex- 
porter himself. 


“London Stocks Hit By 
War Tax ”"—F. W. Hirst 


WRITING from London, Francis W. 
Hirst, editor of The Economist, 
says that the stock market abroad has 
been more adversely affected by the ap- 
proaching war taxes than it gained by 
the fall of Erzerum and the renewed 
rumors of peace negotiations. 

People talk gloomily of another two shill- 
ings to the pound addition to the income 
tax, which means appropriating nearly half 
the income of millionaires, a quarter of 
that of men of moderate wealth. 

The Premier has said the strain of the 
war will be felt for a generation. Certainly 
the economic recovery after Waterloo took 
a full thirty years. 

The Parliamentary success of Sir Walter 
Runciman’s speech points to the pursu- 
ance of a policy of restricting imports 
rather than seeking protection through a 
tariff which would excite political dissen- 
sion and jealousy among trade interests. 


“ After the War—What?” 
A German View 


RITING in The Annalist, Dr. J. 
Jastrow, professor in the Uni- 
versity of Berlin, sees after the war a 
period of “probationary hatred,” and 
then at least a partial re-establishment 
of friendly relations which existed be- 
fore the great conflict. 
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As soon as peace is again established on 
earth there will be such a great demand 
fot raw materials that the various nations 
will buy them wherever they can get them. 
But no nation can take raw materials from 
its hated rival without paying for them 
with other goods, and often, indeed, with 
the very goods for which that rival sup- 
plies the raw or partly manufactured mate- 
rials. And thus the exchange of commod- 
ities between the nations, which it was 
sought to prevent, or restrict, will some 
day revive; and perhaps that “ probation 
period of hatred” will not even be fully 
maintained. 














Copyrighted, 1916, by 5. 3. MeChure. 
WHERE IT FALLS THE HEAVIFST. 


Mon 


Circulation 


TOTAL money in circulation in the 
United States as of Feb. 1, 1916. 
is given in the accompanying table: 


Gold certificates 

ss. eves cecceeeecn 
Silver certificates 

Subsidiary silver 

Treasury notes of 1890 

United States notes 

Federal reserve notes 

Federal reserve bank notes..................- 
Pe I. os iia gs chdA ctr ocuckeeecane 


Total 


The per capital circulation Feb. 1, 
1916, was $38.07; 1915, $34.84; 14 
$35.00; 1913, $34.71; 1912, $34.61 
1911, $34.43 ; 1910, $34.82; 1909, $35.00; 
1908, $35.61 ; 1907, $33.96; 1906, $31.88. 


War Raises 
Railway Rates - 


[N CREASED operating costs resulting 
from conditions attending the war 
have made it necessary to raise railway 
rates in several neutral and belligerent 
European countries. Italy, Switzerland, 
Norway and Russia have all granted 
their railways more pay since the out- 
break of the war, and now Sweden has 
fallen into line by granting advances 
not only in passenger and freight rates, 
but in sleeping car and baggage charges 
as well. According to the Bureau of 
Railway News and Statistics, all privi- 
leges of carrying baggage free of charge 
have been withdrawn. On fast freight 
the rates have advanced 1.07 cents for 
every 220 pounds less than a carload, 
and 8.04 cents for every 220 pounds car- 
load. Ordinary freight in less than car- 
load lots is advanced by from 5.36 cents 
to 3.22 cents for every 220 pounds, while 
on carloads the advance measures from 
3.22 cents to 1.07 cents per 220 pounds 


Futility of 

War Estimates 
OTHING can be more futile than 
the game of exhausting Germany 
and bringing her to her knees by means 
of the multiplication table, The Nation 
observes. Deducing victory from an 
analysis of casualties and recoveries and 
reserves and monthly wastages is a pas- 
time particularly prevalent in the inter 
vals between heavy battles, like the pres 
ent. It corresponds to what is known 


Feb. 1, 1916. 
$620,503,717 
1,315,728,186 
65,838,563 
480,719,356 
167,688,249 
2,158,252 
388,815,048 
205,829,670 
1,000,000 
785,912,241 


Jan. 1, 1916. 
$612,561,088 
1,281,149,229 
66,688,222 
485,708,663 
169,979,213 
2,168,424 
840,516,482 


Feb. 1, 1915. 
$628,050,864 
958,448,039 
67,621,922 
452,613 274 


746,679,970 879,497 881 


$3,909, 184,171 $3,484,130,175 


$3,933,678,877 


in baseball parlance as the operations of 
the “ Winter League.” 

The truth is that the vast bulk of 
numerical calculations with regard to the 
war is the wildest kind of guesswork. 
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Railroad Earnings 


Grow 


(, 98S earnings of United States 

railroads making weekly returns to 
Dun’s Review continue to show substan- 
tial improvement, the total of all roads 
that have reported so far for January 
amounting to $34,063,968, an increase 
of 16.3% as compared with the 
corresponding month a year ago. Almost 
all the important systems included in 
this statement show more or less gain, 
Missouri, Kansas & Texas being about 
the most noticeable exception, with a 
loss of $384,440, part of which is prob- 
ably due to storms and floods which pre- 
vailed during the greater part of the 
month and interfered with traffic. The 
improvement in the South is general and 
in some instances quite pronounced, 
Chesapeake & Ohio reporting a gain of 
$946,319; Louisville & Nashville, $910,- 
279; Southern, $768,785 ; Alabama Great 
Southern, $106,679 ; Cincinnati, New Or- 
leans & Texas Pacific, $148,763, and Mo- 
bile & Ohio, $89,928. Among other 


roads reporting increases are Chicago, 


Indianapolis & Louisville, $122,066; 
Denver & Rio Grande, $247,100; St. 
Louis Southwestern, $79,000; Buffalo, 
Rochester & Pittsburg, $348,580; Texas 
& Pacific, $14,700, and Toledo, St. Louis 
& Western, $46,008. In the following 
table are given the gross earnings of all 
United States railroads reporting to date 
for January, and the gain as compared 
with the earnings of the same roads for 
the corresponding month last year ; also 
for*the roads that reported for the two 
preceding months, together with the per- 
centages of gain over last year: 
Per 
Gain. Cent. 
$4,763,549 16.3 
6,687,162 18.7 
6,724,282 19.8 


1916. 
$34,068,968 
42,085,042 
41,054,949 


January ...... 
December .... 
November .... 


“Nearing the Last 
Financial Ditch ” 


SOMETHING is bound to smash in 

Europe soon, The Financier pre- 
dicts. The talk of continuance of 
the present war for a period of two 
years or more finds its inspiration 
I patriotism, but even patriotism must 


h 
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bow to the inevitable, and the inevitable 
in this case lies in the financial inability 
on the part of one or more of the war- 
ring Powers to continue to bear up un- 
der the stupendous expenses which the 
carrying on of hostilities involves. It 
is all very well to say that war will go 
on until the last man is sacrificed, this 
being more a figure of speech than an 
actuality, but long before the last man 
is sacrificed the last penny of resources 
will have been exhausted, and without 
resources war is impossible. 

That the concluding chapter of this 
war is soon to be written may be verified 
in the fluctuations of exchange, and in 
the meager financial reports which 
trickle out of certain parts of Europe. 
When the currency of a country reaches 
a discount so heavy as to be startling, 
and remains at the low point despite ex- 
pert banking efforts to restore it, the in- 
ternal affairs of that country can be read 
rather clearly between the lines. 


~-N. ¥. American. 





THE MAGAZINE OF WALL STREET 





Prosperity of 
The “ Coppers ” 


HE remarkable enhancement of share 
values is clearly shown in the ac- 
companying table, in which is given the 
par value of the outstanding shares of 





IN NASSAU STREET. 


5 yA SAY, BILL, ays FOR- 
EIGN ANGE TO-DAY? OW MANY 
MARES CAN, Ya GET FER A DOLLAR 

OND DITTO—DON’T KNOW, SAM : I'M 
GETTIN’ "A LOT FOR 10 CENTS APIECE.— 
ortd. 





five coppers listed on the New York 
Stock Exchange and their market value 
compared with the corresponding value a 
year ago, says The Annalist: 
Outstand- 
ing. Market Value at Price of 
(Par Feb. 19, Feb. 20, 
Value) 1916 1915 
. $16,244,900 $140,112,262 $82,848,990 
Nev. Con.. 9,997,285 32,991,040 28,993,484 
Chino .... 4,849,700 51,761,480 80,447,900 
Ray. ...... "14,549,290 87,646,287" 23,278,864 
Miami .... 8,735,570 27,736,607 13,820,572 


Total .. .$48,876,785 $290,247,626 $174,389,810 
*As of Feb. 20, 1915. Amount now outstand- 
ing, $15,766,290. No change in others. 


The accompanying tabulation from 
The Boston Commercial shows the aver- 
age price of 20 active copper stocks in 
the New York and Boston markets for 
the past ten years and the present year 
to date, the stocks taken being Allouez, 
Anaconda, Calumet and Arizona, Cen- 
tennial, Chino, Copper Range, Franklin, 
Granby, Consolidated, Indiana, Inspira- 


Company 
Utah .... 








tion, Isle Royale, Mohawk, North Butte, 
Old Dominion, Osceola, Ray Consoli- 
dated, Shannon, Tennessee, Utah Con- 
solidated and Utah Copper: 


High Low 
1906.... 74.57 46.98 
1907.... 80.09 28.66 
1908.... 60.18 34.04 
1909.... 60.79 49.96 
1910.... 58.50 


ts 
. 33.98 
... 34.98 
... 38.10 
.. 48.97 
. 45.98 
. 46.78 


Low 
26.69 
385.44 
$0.36 
80.01 
80.54 


High 
89.74 
49.62 


ee 
1912.... 
ee 
1914.... 
1915.. 


1915 
July .. 
Aug. ... 
Sept. 
Oct, «2000 
ne a ee 


40.74 
39.96 
41.91 
438.89 
45.48 
45.58 


Nailing the No-Par 
Stock Certificate 


N amendment to the War Revenue 
Act imposing a tax on the issue, 
sale and transfers of stock having no 
face value is proposed by Secretary of 
the Treasury McAdoo in a communica- 
tion sent to the House. The law now 
imposes a tax of five cents on each $100 
of face value on original issues of stock 
and two cents on each $100 of sales and 
transfers. Secretary McAdoo suggests 
an amendment which would tax all stock 
issues five cents a share on original is- 
sues, and two cents a share on sales 
and transfers “unless the actual value 
exceeds $100 a share.” Where the value 
is greater the tax would be five cents for 
each $100 of value on original issues 
and two cents for each $100 of sales and 
transfers. In suggesting the amendment 
Mr. McAdoo said: 

Since this: Act became law a number of 
corporations have organized in at least one 
of the States of the Union which have is- 
sued certificates of stock that have no face 


value. It is feared that unless some legis- 
icate will escape all taxation under the law 


Canada’s Prosperity 


‘— HE Lady of the Snows” has 

reaped a rich harvest from the 
war, second only to the prosperity which 
has come to “Uncle Sam.” Green- 
shields & Company of Montreal figure 
that the balance of Canadian exports 
over imports for the last calendar year, 
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as shown in the accompanying chart, 
totaled more than $200,000,000. This is 
by far the best exhibit along those lines 
that Canada has ever made. 





OUR $200,000,000 BALANCE 
Aw Extraordimary Six Months in our Trade —The Result of a Bumper Crop—A Glimpse 
of the Possibilines. 
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and Brokers’ 


Bankers’ 
Opinions 
Richardson, Hill & Co.—The holder of 
shares in the better class of zinc, copper and 


munition companies sees no inducement to 
part with his holdings just as their harvest 


of operating profits is ripening. On the 
other hand, there-is widespread disposition 
to accumulate liquid capital with which to 
take advantage of the situation, should fi- 
nancial problems multiply. Delay appears 
unfortunate for the success of an early 
boom in copper stocks, and if a demonstra- 
tion is not made soon in this department, 
contributing circumstances are likely to im- 
pede the progress of an advance. 


Laidlaw & Co.—The uncertain diplomatic 
situation is a strong sentimental factor, 
while the scarcity of raw materials and 
extremely high prices for commodities in 
general is beginning to exert a restraining 
influence on further business expansion. 


Hayden, Stone &-Co.—No healthy mar- 
ket is without its elements of danger and 
by the time all the clouds are dispersed 
from the horizon, it is not entirely improb- 
able that those securities which, appar- 
ently, have not yet wholly discounted their 
current and prospective earnings will be 
selling considerably higher. 


Sheldon, Morgan & Co.—In the event of 
actual rupture with the Central Powers the 
market would probably suffer a recession. 
However, a diplomatic breach would mean, 
in the early stages at least, that we would 
undoubtedly continue to supply the Allied 
Powers with munitions of war without, of 
course, the difficulties which munition mak- 
ers are encountering through our strict 
adherence to international law. 


A. A. Housman & Co. Say—We are re- 
minded of the story of an Irish structural 
steel worker, moving carelessly about on 
his job at a dizzy height, who was suddenly 
asked by one of his gang what he would 
do if the boss should call up from below, 
saying: “Terry, come down. Here’s a 
man come to tell you your uncle’s left you 
a million dollars,” “Do?” said Terry, “I'd 
hold tight to one of these beans and call 
for somebody to come and help me down. 
I might fall and kill myself before I got a 
chance to spend my uncle’s money.” 

Here for years and years 15-cent copper 
metal has represented a state of prosperity 
on which you could bull copper shares. Well, 
copper metal now is 28 cents, and, for im- 
mediate delivery, higher, and not only is 
production greater than ever before but it 
is sold as fast as it appears above ground. 
The demand exceeds the supply. But cop- 
per shares are no higher than we have seen 
them on 15 and 18-cent copper metal. Why? 
Because nobody knows how to translate it 
into terms of share value. Nobody knows 
how long the war will last nor how low 
copper metal will go afterward. We want 
somebody to come and help us down. We 
don’t feel safe. 


F. A. Schirmer & Co.—The country’s fi- 
nancial position continues to be all that 
could be desired, and in fact, is becoming 
stronger as the weeks elapse. During the 
year 1915, our net gold imports were some 
$420,000,000, and our present stock of gold 
is approximately $2,000,000,000, a figure 
that constitutes a record for any country 
in the world’s history. In the opinion of 
some of our financial leaders, however, it is 
going to be a problem as to the means and 
methods of preventing a perpendicular de- 
cline in our gold holdings, after the war is 
over, and these financial minds are already 
working upon plans of preparedness to 
conserve our gold, just as the political lead- 
ers of the country are profoundly interest- 
ed in the so-called preparedness propa- 
ganda in respect to the army and navy. 

Pettigrew, Bright & Co.—We feel that 
the general market is two-sided, and sea- 
sonably so; we expect broad fluctuations 
and wide “ swings.” 

Ebert, Michaelis & Co.—There is an 
abundant basis for taking an optimistic 
view of things during the coming year of 
world changes. e are nearing the 
greatest speculative movement that the 
United States has ever seen, but with the 
unsettled conditions abroad the country is 
going ahead cautiously—but it is going 
ahead. 

Foresighted investors realize that the 
present inactivity will in turn soon be 
followed by another sharp advance all 
along the line, and are availing themselves 
of the present opportunity to buy heavily, 
though with judgment and caution as to the 
securities selected. 








Money Rates vs. Interest Rates 


Causes of the Present Wide Difference Between Them 





By G. C. SELDEN 


E are witnessing now a phenom- 
enon that has not appeared be- 
fore for many years, and per- 

haps never to the same extent—namely, 
the co-existence of low money rates and 
high interest rates. Commercial paper, 
which is our best index of money rates, 
has steadily declined for a year and a 
half until it now seems to have struck 
rock bottom at 3 to 34% per cent. Dur- 
ing the same period the interest rate, as 
measured by the yield on high-grade 
bonds, has remained most of the time 
above § per cent. and is still only a little 
below that figure. 

This is so unusual as to be entirely 
new to the present generation. It is not 
uncommon for the rate on commercial 
paper to rise temporarily one per cent. or 
more above the average bond yield, or to 
fall a fraction of one per cent. below ; but 
for it to fall two per cent. below the 
bond yield and remain there for'a year 
or more, is surprising. 


What Are “ Money Rates ”? 


This whole question of money rates 
and interest rates is wrapped in more 
or less mystery in the mind of the aver- 
age investor, but the principles involved 
are simple enough when once understood. 

The term “money rate” is really.a mis- 
nomer under modern methods of doing 
business. It arose at a time when loans 
were actually made in money—that is, 
in gold, silver, or currency. The money 
rate was the interest rate on loans of 
actual money. Now practically all loans 
are made by check, or by a transfer of 
credit, without any cash changing hands; 
but through long habit we continue to 
use the term money rate. We mean by 
it the rate of interest on call loans and 
short time loans, while we use the term 
interest rate to apply to bonds, notes or 
deposits which run for a longer term or 
are of a more permanent character. 

The accompanying diagram gives a 
good idea of the relation between money 


rates and interest rates. The interest 
rate is shown by the average yield on a 
number of high-grade bonds from 1904 
to date; the money rate by the rate on 
four to six months’ commercial paper 
from month to month. It is more diffi- 
cult to show the dividend yield on good 
investment stocks because of frequent 
changes in dividends and fluctuations in 
earnings. The stock of the Pennsyl- 
vania Railroad has been selected because 
its dividends have been nearly uniform 
throughout the twelve-year period, its 
earnings have been comparatively steady, 
and its investment standing is high. 
. The diagram shows that the yield on 
Pennsylvania stock and on commercial 
paper averaged about the same down 
to the beginning of 1915, while the yield 
on bonds averaged a little more than 
one-half of one per cent. less. This is 
of course natural, since the bonds have 
the precedence in claim upon the prop- 
erty of the companies issuing them, thus 
having an advantage over the stock; and 
since the bonds constitute a permanent 
investment, thus ranking ahead of com- 
mercial paper, which quickly matures 
and compels a re-investment of funds. 
It will be noticed also that the longer 
the term and the stronger the security 
of the investment, the less it fluctuates. 
The bond yield fluctuated about 114 per 
cent. in the twelve years, the yield on 
Pennsylvania stock 2% per cent., and 
commercial paper 5 per cent. If we 
were to include call money, we should 
find its fluctuations still wider and more 
irregular, so much so in fact that the 
call money rate has little significance in 
connection with the broad movements 
of bonds and stocks. 


There is a very marked correspond 
ence between the fluctuations of bonds 
and of the stock here shown. Even the 
minor movements are in most cases sim- 
ilar. There is a connection between the 
swings of commercial paper and the 
wide stock and bond movements but it 
is not so close. 


(736) 














eee 
MONEY RATES VS. 


Stock and Bond Yields Change Together 

There is a widely held theory that, at 
the beginning of a bull market, bonds 
should advance first, followed a little 
later by stocks. This theory, so far as 
it applies to the yield on the investment, 
finds little if any confirmation in the 
market movements of the last twelve 
years. The yields on bonds and stocks 
have made their high and low points 
substantially together, with only such 
variations as would naturally be expect- 
ed to result from the influence of minor 
factors. 


1905 
& 
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both bonds and stocks. This was very 
notable in 1905, 1908, 1910, 1912 and 
1915. But owing to the more frequent 
wide fluctuations of commercial paper, 
it is not possible to accept that as one’s 
sole guide to the future of the market. 
No one thing can be the sole guide, of 
course. 


Significance of the Paper Rate 
The movements of the money rate, as 
typified in commercial paper, are very 
interesting. 
Up to the end of 1914, 3% per cent. 
had been the minimum for about a score 


1911 }191 14/1915 }19 


Yield ontigh Grade Bonds. 


‘ommercial Paper Rate. 


~~~ Yield onPenn.RR Stock. 


3 


A similar conclusion, will also be 
reached by the study of any other com- 
parison of bond and stock prices. In 
1903 and 1907, after the sharp declines 
of those years, bonds and stocks rose 
in unison. In 1910 and 1911 minor up- 
ward movements of stocks occurred 
while bonds remained nearly stationary. 
In the small rise of 1913—after the June 
break—and in the big bull stock market 
of 1915, bonds followed haltingly and 
sluggishly. If stocks ever had a ten- 
dency to lag behind bonds in a bull mar 
ket, it seems to have been outgrown. 

It will be noted from the diagram, 
however, that the commercial paper 
rate does tend to precede changes in 


of years. This rate was touched seven 
times during eleven years and in each 
case it proved to be the bottom. The 
maximum, aside from periods of tem- 
porary panic, was about 6 per cent.—to 
be exact, 534 to 6% per cent. The rate 
fell repeatedly after reaching that level. 

In the panics of 1907 and 1914, fear 
temporarily supplanted supply and de- 
mand as a controlling influence, carrying 
the rate to 8 per cent. in 1907 and nearly 
to 7 per cent. in 1914. 

Between the 4 per cent. basis and the 
6 per cent. basis the rate had frequent 
fluctuations and their influence on both 
bonds and stocks has usually been mark- 
ed, as noted above. 
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Present Conditions Abnormal 


The diagram brings out very clearly 
the abnormal situation at the present 
time, the money rate being only 3 per 
cent. while the interest rate on bonds is 
nearly 5 per cent. 

The principal cause of this divergence 
is found in the conditions resulting from 
the war. Foreigners are steadily selling 
their American bonds in this market 
and thus preventing a normal advance 
in prices, while American capital, al- 
though accumulating rapidly, is being 
held idle in the fear that our present 
prosperity is merely temporary and will 
not continue after peace is declared. 
The big fund of idle capital has created 
an abnormal depression in commercial 
paper rates because so much money is 
being left lying in the banks, and the 
banks are constantly competing for the 
limited supplies of paper that are offered. 

If American investors were willing to 
buy the bonds of European nations, we 
should soon see a decline in our over- 
flowing bank balances, for the supply 


of foreign government bonds bids fair 
to be almost unlimited before the war 


is over. But American investors regard 
these bonds with an indifferent eye. The 
half billion Anglo-French bonds placed 
here have proved a slow sale. Americans 
are unwilling to trust their money to 
Europe, even on security that would com- 
monly be accounted the best, because of 
the chaotic condition of foreign finances. 
Another reason that has considerable 
weight is that Americans have never 
become accustomed to invest in foreign 
securities. We have always been a bor- 
rowing instead of a lending country, and 
it takes some time to reverse the habits 
of a nation in the matter of investments. 

The natural outlet for our big supply 
of surplus funds would be found in the 
development and extension of American 
business enterprises, but these are pro- 
ceeding slowly because of uncertainty 
about the effect of the war and still more 
the effect of peace when it comes. 


Foreign Influence 


Just now we are finding customers 
abroad for our products who feel com- 
pelled to buy almost regardless of price. 


Every one knows that this condition 
cannot outlast the war. Hence business 
men are proceeding cautiously and co 
not feel warranted in planning very far 
into the future. The money that would 
naturally go into railroad and industrial 
expansion is being held idle in the banks. 

Even in the bond market this influ- 
ence is felt. The banks have been buying 
a good many bonds and private investors 
have bought sparingly. This buying has 
been sufhcient to depress the average 
bond yield nearly one-half of one per 
cent. in the last six months. But many 
believe that this influence is temporary 
and is due merely to the fact that capital 
now refuses to flow back and forth in 
a normal way between Europe and Amer- 
ica. Some more or less influential advis- 
ors are saying that an evening up of in- 
terest rates must follow the war—that 
British government bonds cannot con- 
tinue to sell on a 5% to 6 per cent. basis 
while American corporation bonds yielc 
only 4% per cent. American bonds. 
these observers say, will be leveled down 
at the same time that British bonds are 
leveled up. 

Whether the above theory is correct or 
not, it is having an influence now to pre- 
vent investors from absorbing our bonds 
and investment stocks. 


The Future 


Commercial paper at 3 per cent. is 
near the irreducible minimum. It is 
probable that our growing industrial ac- 
tivity and the opening up of Spring busi- 
nes will result in some stiffening of the 


. rate, but there is nothing now in sight 


to bring any important advance. Ap- 
parently low rates must continue to be 
the rule for some time. 

As to bonds and high grade stocks. 
my view is that no serious or permanent 
decline from this level is probable, be 
cause of our large accumulations of cap 
ital. Foreign sales and the timidity of 
home investors will act as a check on ad 
vances, but I do not believe that even the 
combined effect of both these factors will 
be sufficient to prevent a gradual upward 
tendency in sound investment securities. 
Hence the spread between interest rates 
and money rates is likely to become grad- 
ually narrower. 





Money and Exchange 


Bank Position Strong—German Exchange Falls 


HE Controller’s Report of the con- 
dition of all National Banks in 

the United States Dec. 31, 1915, 
which has just been issued, is of un- 
usual interest. Since a report was is- 
sued for the same date in 1914, an un- 
usually exact comparison is possible; 
and the weekly statements of the New 
York banks since Jan. 1 of this year 
enable us to bring the banking position 
down to date with reasonable accuracy. 


Total resources of the banks were very 
much greater than ever before, the in- 
rease over a year ago being $231,000,000. 
In this respect our banking power has 
just about kept pace with increase in 
population. According to Census esti- 
mates our growth in population during 
1915 was not far from 1.6 per cent., and 
the above growth in total resources of 
National Banks was a little over 1.7 
per cent. 

In all other particulars, however, the 
banks forged ahead at a most astonish- 
ing rate. Their total cash gained 22 
per cent. during 1915; deposits 20.5 per 
-cent.; and loans 16 per cent. It is es- 
pecially notable that cash gained faster 
than deposits and deposits much faster 
than loans. Because of these big in- 
creases there is more or less talk in the 
press about banking inflation, but there 
can be no true inflation while cash and 
deposits continue to increase faster than 
loans. There is no such thing possible 
as inflation of cash or deposits—the more 
they are “inflated” the better. The 
danger of inflation lies in the loan ac- 
count. 


Total bank reserves stopped increasing 
in November and since that date have 
remained nearly stationary while de- 
posits and loans have continued to grow. 
For that reason the surplus reserves of 
New York Clearing House banks (fig- 
ures for the entire country not being 
available) have fallen from $197,750,000 
last September to about $145,000,000. It 
may safely be taken for granted that 
there has been a similar decline through- 
out the country. 


This is due to the increasing activity 
of business, which leads business men to 
apply for more loans. That is a perfect- 
ly natural development and the loan ac- 
count shows no signs of over-extension 
as compared with reserves and deposits. 
In fact, the present surplus reserves, 
even after the above decline, are far in 
excess of anything seen for many years. 

New York bank deposits are still keep- 
ing pace with loans—a healthy sign. So 
far in 1916 New York Clearinghouse 
bank deposits have increased about 
$190,000,000 against a growth of only 
$125,000,000 in the loans. This gain in 
deposits, however, is mostly due to the 
season of the year, since deposits always 
increase during the mid-winter dulness. 

There is, therefore, no indication of 
any important rise in money rates and 
it is not in the least probable that money 
will act as a check on speculation for 
months to come. As spring business 
opens it is likely enough that money 
rates may stiffen a trifle, especially in 
the country districts, but the rise will 
not be important and is almost certain 
to be temporary—barring the possibility 
of such a big speculation on the Stock 
Exchange as to affect rates next summer. 
But banking interests have taken a firm 
position in favor of conservatism in the 
use of money in speculation, largely be- 
cause of the extraordinary conditions re- 
sulting from the war and from the re- 
duction of reserve requirements under 
the new banking law. 

The effort of German banking inter- 
ests to support the exchange rate have 
not been conspicuously successful. Mark 
exchange here, after rising nearly to 80 
has dropped ‘back to 73, which is about 
25 per cent. below the normal rate. Ap- 
parently there would be only one way for 
the German Government to support the 
exchange rate. That would be to ex- 
port gold in large quantities and the gold 
can hardly be spared in view of the big 
issue of paper money now afloat in Ger- 
many. England, on the other hand, is 
able t6 maintain sterling exchange by 
sales of American securities. 
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Bond Values 


An Explanation of Some Simple 
Matters Frequently Obscure 


to Many Bond Buyers 


By Montgomery Rollins 


NE ventures no very astonishing or 
novel idea in the statement that 
‘ human nature averages pretty 
much the same for a long pull. We pur- 
sue our daily routine in such a mechanic- 
al way that we accept, without curiosity 
or question, many results that another 
in a different trade or profession would 
delve into in order to discover the why 
and wherefore of it all. 

The teamster sits at the right of his 
seat and speaks of the “ nigh” and “ off 
horse,” and seldom has ever asked him- 
self why they are so called. We say 
that a man is as “deaf as an adder” 
and mostly harbor the belief that it is a 
snake which is referred to in the com- 

rison, never even pausing to query 
if all snakes are hard of hearing, and, 
if not, why adders should have been es- 
pecially selected for such an affliction. 
No, for the most part, we pursue our 
humdrum existence with but a mighty 
little curiosity as to the fundamentals 
of our particular callings! We seldom 
think, you and I, of the relation between 
cause and effect. 

Now, if there is anything, in a busi- 
ness way, that a bond man is brought .up 
on more than the yield—the net return, 


Author of “Money and Investments,’’ “Stocks and Their Market Places," Etc. 


the yearly income rate or what you may 
choose to call it—of bonds, with the at- 
tendant thumbing of “bond values 
tables,” until they are frayed and worn 
to a disgraceful condition, the writer - 
fails to reckon of it! Nevertheless, it 
is probably not far from the mark to say 
that scarcely one investment dealer in 
ten has ever thought to probe to the 
bottom and drive into a corner all the in- 
tricate principles involved in their calcu- 
lation. Such a one should not be greatly 
blamed, having made the start towards 
that desirable end, if he turn away dis- 
couraged by the complicated mathe- 
matics into which he would find himself 
plunged. 

That is not the point; having been so 
close to these tables from his first ap- 
prenticeship in a banking house, he takes 
them as a matter of course, and seldom 
finds his curiosity whetted about the 
matter at all, until he is suddenly brought 
up standing by some customer asking 
the direct question as to how he figures 
that “the bond yields 5.55 per cent.” 
Then he scratches his head, and, if th 
experience of one author of such tables 
is any criterion, scans the title page of 
his well-worn set of tables to see who 
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might have been guilty of foistering such 
an abomination upon a long aah 
world, and then sits himself down and 
writes a letter. 

Good reader, shall | tell you how many 
of those letters I have seen; how many 
even come in one day, in one mail ; come 
from Saskatchewan to the Canal Zone, 
from the Philippines, the longest way 
round, to the Alps? One draws the con- 
clusion that there are either armies of 
bond men without enough curiosity to 
ask why a dog turns round and round 
before lying down, or that they have no 
love for the dry-as-dust higher mathema- 
tics of bond values calculations. And, 
upon my word, I am willing to give 
them the benefit of the doubt, and con- 
cede the latter version, for bond values 
in their making are—But, hold fast, 
we are getting towards a padded cell! 

Let us pass by that part of the busi- 
ness, and touch upon some simpler af- 
fairs—and which are well worth know- 
ing—even although the audience of uni- 
formed will be the smaller for it. 


How to Compute the Average Life of 
An Issue of Bonds Falling Due 
at Different Intervals 


It may be worth the while to first con- 
sider an issue of bonds maturing at dif- 
ferent dates. How to compute the aver- 
age life of such an issue may not be en- 
tirely clear to some. The method will 
be explained best by an example: 

To find, on March 1, 1916, the average 
maturity of 

$ 5,000 (par value) due July 1, 1919 

8,000 “ “ “ “ I, 1921 
10,000 I, 1924 
7000 “ * T, 1929 

From March 1, 1916, to July 1, 1919, 
is 3% years. Likewise, for the subse- 
quent periods the time is 5% years, 8% 
years, 13% years. 

Three ciphers may be struck out of 
each of the par value amounts, and we 
have the following: 

16% 


5x 3% 
42% 


8x 5% 
83% 


10x 8% 
7x 13% = 93% 
236 


iii “ “cc e 


“c ce 


ou Tt Ul 


Adding = 30 


Dividing the footing of the right-hand 
column by the footing of the left-hand, 
the average maturity is obtained ; namely, 
7 and 87-100 years. 


Serial and Instalment Bonds 


The error has frequently been made of 
averaging the life of an issue of this 
nature, and then, by the use of the ordi- 
nary tables of bond values, determining 
the price based upon this average ma- 
turity. The method is entirely erro- 
neous. If bonds are purchased at a pre- 
mium upon this plan and retailed by ma- 
turities, either a loss will result or a 
less profit than expected. It is not un- 
usual for bankers of long experfence to 
fall into this error. That serious losses 
may thus occur will be shown by the 
following example: 

Take serial bonds maturing from 1 to 
40 years, inclusive; averaging 20% 
years. If they bear 6% interest, and are 
purchased upon a 4% basis figured on 
the average maturity, the price will be 
127.80, but, if bought by the correct 
method, the price will be 125.41, a dif- 
ference of 2.39% or $2,390 on a $100,- 
000 transaction. 

But the above applies only when bonds 
are purchased at a premium, for, if pur- 
chased at a discount, by the method of 
averaging, and then sold by maturities 
at an advance in basis price, a greater 
profit will accrue than anticipated. To 
illustrate : 

One to 40-year serial bonds bearing 
5% interest, 20%4-year average, are 
worth 88.29 upon a 6% basis, by the 
ordinary tables of bond values. By 
Serial and Instalment Tables, the price 
would be 89.53, a difference of 1.24 in 
favor of the purchaser ; but unfair to the 
seller had the old method been pursued. 


How to Determine the Yield of a Bond 
Carrying But One Coupon 


The ordinary tables should not be used 
at such times, but, in place thereof, spe- 
cial tables designed to meet the condi- 
tions. These give the value of a $1,000 
security, with interest payable at the end 
of the period, such as a bond or coupon 
note, and which matures in 6 months or 

less. 
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They cover maturities by days, from 
one day to 6 months, so that the value 
of such a security at any date may be 
ascertained, taking into consideration the 
fact that the interest will not be paid 
until maturity, and that there will be a 
loss of interest upon this interest until 
maturity. 

It is the only theory for the actual 
computation of any investment of this 
nature, carrying but one interest pay- 
ment. Moreover, banks are accustomed 
to discount almost all short time paper, 
and, as soon as a coupon, note or bond 
approaches near enough to maturity so 
that there is but one interest payment 
upon the same, banks wish to treat it 
as ordinary commercial paper, viz., dis- 
count it. 


Rule for Computing the Interest Yield 
on Optional Bonds 


For bonds selling at a premium, the 
interest return must be computed upon 
the shortest possible time which the 
security may be outstanding. For bonds 
selling at a discount, the interest return 
must be computed upon the basis of 
the greatest possible length of time which 
they may be outstanding. 


Do Not Use Tables Based on Semi-An- 
nual Interest to Compute Values of 
Bonds with Interest Payable 
Quarterly or Annually 

Elsewhere, throughout this subject, 
the discussion of bond values tables is 
based upon redeemable securities with 
interest payable semi-annually. One 
should guard against using a table of 
bond values computed for semi-annual 
interest bearing securities for determin- 
ing prices and net returns upon issues 
with interest payable annually or quar- 
terly, as incorrect conclusions will be 
reached; neither is it proper to use 
tables for quarterly or annual interest 
bearing issues for semi-annual issues; 
in fact, none of the three forms of tables 
should be used interchangeably. 

Bond values tables are figured upon 
the theory that a portion of the interest 
money will be re-invested as the coupons 
fall - Ay that is to say, twice a year in 
the event of semi-annual interest- ring 
bonds. Thus, in the case of a bond wi 


interest payable once a year, these sums 
can only be re-invested and compounded 
once a year, but where the interest is 
payable four times a year, these re-in- 
vestment periods occur with greater fre- 
quency with corresponding larger ac- 
cumulation of interest. 

To illustrate: Let us take a 4% bond 
having 20 years to run. At 114.96 it 
pays 3% as a semi-annual bond. As a 
bond with interest payable annually, the 
price would be 114.88, and as a bond 
with quarterly interest payments, the 
price would be 115.00. 


Tables for Months and Days 


How often one meets with the de- 
mand for a table of bond values cover- 
ing months and days! Heedless or em- 
bryo financiers appear to reason that be- 
cause there are interest tables for months 
and days that yields and prices of bonds 
may be treated likewise. But 365 days, 
or, at the most, with-a special table for 
a leap year, cover the whole proposi- 
tien from the former standpoint, be- 
cause—leap years excepted—every year 
is alike. 

But not so when we reckon with the 
price and yield of bonds! Separate 
tables must be computed for each ma- 
turity, so that a single year, on_ the 
month and day principle, would require 
365 separate tables; and, if carried to 
100 years, or even 50 years, the old 
family Bible, of generous proportions, 
would fade into insignificance in. size 
compared to the immensity of such a 
work. In fact, besides this, the ordi- 
nary interest table might be—to use 
someone’s apt comparison—" as a pea- 
pod alongside of an ocean liner.” 


How to Determine the Price When the 
Maturity Falls Between Given 
Periods in the Tables 


It is the custom—and custom has 
long ruled under such circumstances—to 
proportion the price between two ma- 
turity dates for any given yield. 

If we are faced with the necessity of 
finding the price of a bond having 11 
months to run, we must proportion be- 
tween the half year and one year results 
in the tables. 
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To illustrate: 
Let us select an arbitrary basis and 
rate of interest, viz., a 4% basis for a 


5% bond. 


Price for I year... . 100.97 
Price for 6 months. 100.49 


Subtract and get... 48 

Divide by 6 and get 08 which 
represents the price variation for one 
month. This should be taken from the 
price of the nearer and higher period in 
the table, viz. : 

100.97 
Less 08 


100.89 which is the answer 
sought. 

The question at once arises why the 
result .o8, in the above case was sub- 
tracted from rather than added to the 
price given in one of the periods, and, 
furthermore, which period. 

The price for either period may be 
chosen, but as the one monthly basis 
was selected above, the one yearly period 
had necessarily to be taken, for if the 
6 months’ period had been selected, we 
should have multiplied .o8 by 5, under 
which circumstances 11 months would 
have been considered as _five-sixths 
longer than 6 months instead of one- 
sixth less than 12 months. 

The general rule is thus: Proportion 
so as to add tc the shorter period if 
selling at a premium and substract from 
the shorter period if selling at a dis- 
count; or substract from the greater 
period if selling at a premium and add 
if selling at a discount. It will be no- 
ticed that the treatment of the longer 
period is exactly the reverse of the 
shorter. 

Sometimes the examples are more sim- 
ple, and, again far more complicated, 
but it is always a question of propor- 
tion. A very simple example would 
be where the time is 9 months, when it 
is only required to split the difference 
between the prices for one-half year and 
one year. If the time were 114 months, 
in the above example, we would divide 
.48 by 12 instead of 6, in order to re- 


duce the quotient to a price variation 
representing one-twelfth of the 6 
months’ period. 


When Redeemable at a Premium 


- This matter is not a difficult one pro- 
vided one possesses the ordinary Pres- 
ent Worth Tables, so commonly in use. 

If our example is that of a 6% bond 
with 5 years to maturity, redeemable 
at 105 and interest, and we wish to 
know at what price it should be sold to 
net the purchaser 5%, we proceed in 
this way: 

The investment rate is 5%. We thus 
determine the Present Worth of $5, 
payable 5 years hence, compounded at 
the investment rate. This we find to 
be $3.90+. In other word, $3.90t, 


placed at interest, and compounded semi- 
annually for 5 years at the rate of 5% 
per annum, will produce exactly $5. 

The next step is to determine, by the 
tables of bond values, the price of a 6% 
bond selling to yield the investor 5%. 

This would be.$104.38 


Add the 


$108.28—the price that 
gives the required yield, taking into con- 
sideration that the purchaser will re- 
ceive 5% premium at the time the secur- 
ity is redeemed. 

It is, at the best, rather unsatisfac- 
tory to attempt to cover, within the 
limits of a magazine article, the numer- 
ous questions involved, or even to make 
one’s intentions very clear in the space 
permitted. Possibly, the writer’s sense 
of his own shortcomings in this respect 
will be better appreciated by his quoting 
from Mr. Paderewski, when that learned 
gentleman was once called upon to make 
a speech. He used the following story 
to illustrate what he considered his lack 
of ability—and certainly without war- 
rant—to satisfactorily express himself: 

“ There was a man who once played 
the trombone in an orchestra. The 
leader found fault because the results 
were not satisfactory, whereupon the 
player said: ‘It is too bad; I blow in it 
so beautifully and it comes out so hor- 
ribly!’” 


























Determining the Worth of a an » Investment 


A Scientific Method of Computing Investment Values 
of Bonds and Stocks with Fluctuating Yields 


By ALFRED C. LANE 
Pearson — Tufts —.- 


HE value of an investment is the 
present worth of the return to be 
received from it. Thus if we could 

know and foresee all the dividends that 
would be received from an investment, 
we should have the present worth of the 
investment by adding together the pres- 
ent worths of each individual dividend. 
The present worth of any individual 
dividend is of course the sum of money 
which placed in a savings bank now at 
compound interest would amount to the 
dividend in question by the time the 
dividend was paid. For instance, a divi- 
dend of $100 paid five years from now 
has a present worth of $82.19 if the in- 
terest rate is 4 per cent., because $82.19 
would in five years amount to $100 if 
the savings bank earned 4 per cent. in- 
terest. 


On $100 Basis 


The value of an investment that 
yielded a hundred dollars a year would 
be the sum of the present worths of 
each $100 payment, to wit., $96.14 plus, 
$92.46 plus, $88.90 plus, $85.84, etc. 
Now, as is common sense, the more re- 
mote the payment the less its present 
worth and the less its contribution to the 
present worth of the whole series. The 
hundred dollar dividend payable fifty 
vears from now contributes only $14.07 
to the present value of the investment. 
So any uncertainty as to the distant 
future does not so much affect the pres- 
ent worth as uncertainty about the yield 
of the first few years. The larger the 
series of $100 payments the nearer the 
sum of their present worths comes to 
$2,500, and this is natural, for this is a 
sum that at 4 per cent. interest would 
give a series of payments of $100 each 
year indefinitely. The present worth or 
value of such a series of even and regu- 
lar payments of a dollar, whether in- 
definitely or for a term of years, has 


been often computed* and for various 
rates of interest. Such series of pay- 
ments occur in life insurance, mortgage 
and bond payments. 


The Problem of Stocks 


Another problem, one of practical im- 
portance at present, is that suggested by 
our title. Suppose one does not invest 
in bonds, but in stock. Then no par- 
ticular dividend is guaranteed and it may 
be more or less according to the state 
of business. Many corporations, indeed, 
try to carry such a surplus that their 
dividends will be as regular as bond in- 
terest, but rarely do they altogether suc- 
ceed. In general, the dividends go up 
and down with business. In many cases 
it is. possible to tell quite nearly what 
the output will be, and the dividend will 
vary mainly with the price obtained and 
that with the state of general business. 
There will, of course, be uncertainty as 
to dividends in such case, but so there 
is as to the weather, and yet there are 
fairly reliable weather prophecies de- 
pendent on the cyclical storms that tra- 
verse the United States. 

For instance, it is pretty well agreed 
that in the last six months we have been 
entering a period of prosperity when 
large dividends may be expected. And 
almost all would agree that within eleven 
years there will be a reaction and a time 
of less dividends. Now it is common 
sense that an investment with large divi- 
dends paid very soon and small divi- 
dends paid later, is worth more than one 
with small dividends paid first and large 
ones later. For instance, the present 
worth of the series if annual dividends. 
70, 65, 20, 27, 2gis at 4% 
70+ 60.10+ 23.07+ 23.83 i.e., 104.78 
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whereas the present worth of exactly 
the same total amount of payments in 
reverse order, 
29, 27, 20, 65, 70 
would be, 

57:73 i.e., 


29+ 25.96+ 17.78+ 55.56+ 
187.87 


Can we enlarge a little on this and 
get some idea of how much real increase 
in investment value comes from the 
prospect of large dividends right ahead? 


Assuming a Business Cycle 

Suppose we assume a business cycle 
based on some curve of business fluctua- 
tions or actual observation as to how fre- 
quently in times past we have years of 
extra dividend. Suppose we assume the 
payments to be expected during that cy- 
cle, either by a study of what they have 
been in similar past cycles or by any 
other figures that seem reasonable. We 
can then as above find the present worth 
of those dividends at the beginning of 
the cycle c. (2) Suppose we assume 


that at the end of that cycle the series 
of dividends repeats itself over and over. 
The present worth of the dividends of 


the second cycle at the beginning of that 
cycle will be c. But the present worth 
now will be discounted some more; it 
will be c(R)? where R is the discount 
rate, the present worth of one dollar 
payable at the end of a year i. e $.952, 
and p is the number of years in the 
cycle. The next cycle will have a still 
less value, and in general the present 
worth of n cyclesis c (1+(R)’°*” 


1—(R)’ 
\s n is indefinitely increased it will ap- 
proach c+(1—(R)?’. 

Suppose we take a four year cycle 
and 5% interest, to get the total present 
worth we should multiply c the present 
worth of four years dividends by 5.9 
about 6. 

Suppose the average dividend is $9 
and the four year cycle of dividends is 
Sy, So+-7, $9, $9—7. (1 take $o and 
$7 at random and any other numbers 
may be substituted.) The value (c) of 
the cycle of dividends will be according 
as $9 followed by $9+-$7, or $9+-$7 fol- 
lowed by $9, or $9 followed by $9—$7, 
or $9—$7 comes first respectively, the 
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present worth of a uniform dividend of 
$9 i. ec. $9(1+R+R*+R™—) plus or 
minus a varying quantity, to wit, 
+$7R(1—R), or +$7(1—R’), or 
$7R(1—R’*), or —$7(1—R’) respec- 
tively ; if R=.95238, i. e. the rate of in- 
terest is 5% the figures will be, 
+$7(.084), $7(.09), —$7(.084), —$7,- 
(.09) respectively. The present worth 
of the cycle of dividends c will then 
range up and down, according to the 
variation in the order of dividends 
nearly one-tenth of the range ($7) in 
the dividends themselves (.09). The 
present worth of the investment will be 
about 6 times as much so it will range 
about 54% of the range in dividends. 

The larger the cycle and the greater 
the discount rate R, the greater will be 
the variation in value (2(1—R’) accord- 
ing to whether a big dividend were in 
prospect, for if there were supposed to be 
no discount then it would make no differ- 
ence whether the big dividends came first 
or the little. The ratio of the present 
worths of an indefinite series of cycles 
to the worth of the first cycle -will, how- 
ever, be less. At a 7% interest rate the 
present worth is only 4.2 the present 
worth of a four year cycle of dividends ; 
2.4 the present worth of an 8 year 
cycle of dividends; 1.9 the present 
worth of an 11 year cycle of dividends. 
With a four year cycle the present worth 
of the cycle at 7% would range .115 of 
the range of dividends; and the present 
worth of a stock paying an indefinite 
series of such dividends would range 
.115X4.2, say, .485 times the range of 
dividend. 

Conclusion 


We see then that the permanent in- 
vestment value of a stock with fluctuating 
yield increases as times are good i. e. 
according as big dividends are soon to be 
paid, by an amount only about half the 
increase of the extra dividend over the 
average dividend to be expected. 

For instance if we assume that Ana- 
conda will earn on the average (I use 
Walker’s Copper Letter of Jan. 28, 
1916), $7.20, but that this year it will 
earn $19.20 then Anaconda is worth 
about % of (19.20—7.20) or $6 more 


this year than its average value. 





Investment Suggestions 


Canadian Municipals—London’s Loss is New York’s 
Gain 


By W. R. BRITTON 





NTIL the European war started 
Canada was financed entirely in 
London. Canadian municipals 

were so highly regarded in the British 
financial center that they sold at rela- 
tively better prices than American muni- 
cipals. Canadian municipals were prac- 
tically never purchased in this country 
because the American bond dealers were 
unable to successfully bid for the obli- 
gations of Canadian municipalities and 
sell them in competition with American 
municipal bonds. However, it was al- 
ways recognized among American finan- 
cial institutions and individual investors 
that the obligations of the Dominion of 
Canada and its various provinces and 
cities and smaller municipalities are 
prime investments. 


America is Canada’s Backer 


The opening of the European war and 
the consequent strain on the money 
markets of Europe caused many im- 
mediate and extraordinary results. For 
instance, Canada was forced to borrow 
money in the United States for the first 
time in its history. This substitution of 
Canada’s banker has afforded a unique 
opportunity for American investors. 
There has been no lowering of values but 
simply a shifting of bankers. Canada left 
London and came to New York for 
money and is forced to pay high rates 
for the privilege of borrowing at a time 
when the joint obligations of England 
and France are practically on a 6% 
basis. Canada was also forced to pay 
for educating the larger American pub- 
lic to the advantage of buying its muni- 
cipal bonds. The result is that Amer- 
ican investors are enabled to loan their 
money at comparatively high rates of 
interest without sacrifice of principal or 
interest. 

The American public very quickly ap- 
preciated the opportunity of loaning 
money to our northern neighbor. One 


of the largest insurance companies in 
the world with headquarters in New 
York, has invested at least $5,000,000 
in Canada. One of the largest and most 
conservative trust companies in the 
world, with headquarters in New York, 
owns at least $5,000,000 of short term 
Canadian municipal bonds. Some of 
the other important insurance companies 
have also purchased large blocks of Ca- 
nadian municipals. Also a very large 
number of conservative individual in- 
vestors throughout the United States 
have bought Canadian municipal bonds. 

Canada is essentially an agricultural 
eountry and the world greatly needs its 
wheat and other products of the soil. 
The Province of Alberta is familiarly 
known as, “the bread basket of the 
world,” and is considered to be one of 
the richest wheat growing areas in the 
world. For generations American in- 
vestors have believed that money was 
safely loaned when loaned to prosperous 
agricultural interests. 

Of course Canada’s problem is to in- 
crease its population which is now about 
8,000,000. Canada is exporting, or has 
exported, 500,000 of her young men 
and may send an additional 250,000. The 
productive capacity of this aggregation 
of energy and ability will of course be 
sadly missed, but many of these boys 
and young men will return stronger and 
better men from the war and undoubt- 
edly the many opportunities presented by 
Canada for money making will continue 
to attract a large and increasing popula- 
tion from America. 

Someone has said that the United 
States was the country of the 19th cen- 
tury but Canada is the country of the 
20th century. Canada has an extraor- 
dinary record for prompt payment of all 
municipal obligations and every Amer- 
ican investor, whether individual or in- 
stitutional, should carefully investigate 
the unique opportunity now presented of 
loaning money in Canada. 


(746) 














Bond Inquiries 





Interborough 5's 

H. L. F., New Rochelle, N. Y.—Inter- 
borough first 5’s are high-grade bonds, and 
we consider them safe, but we do not con- 
sider Baltimore & Ohio General & Refund- 
ing 5’s, American Agricultural Chemical 5’s, 
New York, Westchester & Boston 4%’s, or 
Kansas City 5’s of the highest grade. For 
instance, the New York, Westchester & 
Boston bonds are at present dependent 
upon their safety on a guarantee of the 
New York, New Haven & Hartford Rail- 
road Company. Without this guarantee the 
bonds might be in default. As another 
illustration, Kansas City Southern 5’s are a 
second mortgage on the company preceded 
by Kansas City first 3’s, which are undoubt- 
edly a very high class investment. The 
bonds you name we would rate in the fol- 
lowing manner: 

Interborough Ist & Fefunding 5’s. 

Baltimore & Ohio General & Refund- 
ing 5’s. 

American Agricultural Chemical 5’s (re- 
ferring to the first convertible 5’s, which 
are a mortgage bond). 

Kansas City Southern 5’s. 

New York, Westchester & Boston 4%’s 


Cc. & O. Con. 4%’s 

B. B., Philadelphia, Pa——We suggest the 
purchase of Chesapeake & Ohio convertible 
41%4’s of 1930 for a long pull. You must re- 
member, however, that the convertible priv- 
ilege expires February 1, 1920, so you have 
a call on the stock at par for the next four 
years. The yield on these bonds at 90 is 
not 5.85% but about 5.50%. 


N. Y. Central Deb. 6’s—B. & O. Conv. 4%4’s 

M. S., Baltimore, Md.—New York Cen- 
tral debenture 6’s at current prices still 
yield a little over 5%, and it is possible that 
this issue’s conversion privilege will make 
it still more valuable. We suggest that you 
hold these for somewhat higher prices, as 
you are, at present levels, still getting a 
fair return on your investment. Baltimore 
& Ohio convertible 4%4’s are convertible into 
stock at 110. Earnings of this road are re- 
markably good at present, and this con- 
version privilege may prove to be a valuable 
one. We suggest that you hold these bonds. 


M. K. T. Ist 4’s—Erie 4's 

A. C. W., Cleveland, Ohio.—Missouri, 
Kansas & Texas Ist mortgage 4’s are a first 
lien on 1,114 miles of track, and also 3,110 
acres of land grants. This is a first-class 
bond and will not be disturbed by any re- 
organization of the road. Erie general mort- 
gage 4% is one of the best of the second 
grade bonds. It can be considered a rea- 
sonably safe investment, especially in view 
of the large earnings the road is showing 
at present. 


Safe Investment of $5,000 

P. F. D., Wellsboro, Pa.—We suggest the 
following bonds as safe investment for 
$5,000. The yield will be a little over 44%: 
Atchison 4’s, Chicago, Burlington & Quincy 
general 4’s, N. Y. Central refunding 4}4’s, 
Pennsylvania general 44's, U. S. Steel 5’s. 

Five stocks which can be considered good 
investment issues, which give a large return 
on the money and have also good chances 
of increasing in value, are: Delaware, Lack- 
awanna & Western, Southern Pacific, Amer- 
ican’ Telephone & Telegraph, American 
Locomotive preferred, American Smelting 
& Refining preferred. 

Delaware, Lackawanna & Western is pay- 
ing 20% and earning over 30%. American 
Locomotive for the past 13 years has earned 
twice its dividend on the preferred stock. 
Southern Pacific is earning its 6% dividend 
with a big margin to spare, and prospects 
of an income from its Mexican properties 
are brightening. This company, in addition, 
owns enormously valuable oil de te Amer- 
ican Tel. & Tel. for the year ended Decem- 
ber 31, 1915, earned its 8% dividend with 
$15,000,000 to spare. This was after de- 
ducting very liberal charges for maintenance 
and depreciations. 


Investment of $1,000 

M. B. H., Bay Shore, N. Y.—As a very 
conservative investment for $500 or $1,000 
we suggest the following bonds which yield 
5%: Interborough Rapid Transit 5’s, Brook- 
lyn Rapid Transit 5’s, Central Leather 5’s, 
Kansas City Southern 5’s. These bonds all 
have a good market. 


Canadian Municipals 

P. J., Camden, N. J—We should consider 
the new Seaboard Air Line 6% bonds a rea- 
sonably good investment, and we think these 
bonds have a good chance of appreciating 
somewhat in value in the near future. 

For good and safe Canadian Municipals 
to yield the holder 6%, at the present time 
we suggest the City of Maisonneuve, which 
is part of Montreal, being surrounded on 
three sides by that city and on the other 
side by the St. Lawrence River. Maison- 
neuve 6’s, due January 1, 1918, may be pur- 
chased at par. City of Calgary, Alberta, 
6’s, due March 15, 1918, may also be pur- 
chased at par, and the City of Fort William, 
Ontario 5’s, due February 1, 1945, may be 
purchased at a price to yield 6%. Another 
good way to invest your $7,000 to yield 6% 
is to purchase industrial preferred stocks. 
The following issues can be purchased at 
prices to yield over 6% and their dividends 
are reasonably secure: 

American Locomotive preferred, Baldwin 
Locomotive preferred, Studebaker preferred, 
American Smelting & Refining preferred, 
Pressed Steel Car preferred. 
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American Water Works 


and Electric 


How Reorganization Strengthened. the Property—Why 
Current Earnings are Improving—West Penn Trac- 
tion’s New Financing—Dividend Outlook 


EORGANIZATION usually 
R strengthens a property. In a thor- 
ough housecleaning the worthless 
elements are discarded. This was true 
of the. old American Water Works & 
Guarantee Co., now the American 
Water Works & Electric Co., Ltd., for 
the old concern’s heaviest burden—the 
guaranty of some $20,000,000 bonds of 
various land and irrigation companies 
in California and Idaho—was eliminated 
by the readjustment. 

Getting rid of the weakest link in its 
chain of properties, and at the same time 
reserving for itself what little good that 
inefficient member possessed, the pres- 
ent concern made itself just that much 
stronger by throwing away the bad and 
retaining the good elements. The Amer- 
ican Water Works & Guarantee Co. had 
guaranteed over $20,000,000 of bonds 
which had been issued by three land and 
irrigation concerns in Idaho and one in 
California. This was the load that drag- 
ged the company down the bankruptcy 
road. 

The release from these guarantees was 
accomplished by the new company pay- 
ing $1,000,000 cash, the surrender to the 
irrigation concerns of their unsecured 
indebtedness to the “ old company ” and 
the payment of bank loans where the 
paper had been endorsed by the Amer- 
ican Water Works & Guarantee Co. 
Thus the weak link was eliminated. 


By A. NEWTON PLUMMER 


How Reorganization Helped 


’ Under the reorganization agreement, 
the present company is to receive 49% 
of the equities in the liquidation of 
the irrigation properties after all bonded 
debts are satisfied. It is believed that 
ultimately the American Water Works 
& Electric Co. will receive a consider- 
able amount of cash from the liquidation 
of these properties. 

Another favorable feature in connec- 
tion with these irrigation properties is 
that partly as a result of the transac- 
tions whereby the new concern was re- 
lieved of the guarantee on these bonds 
and partly through the foreclosure of 
the California-Idaho Co. bonds, the 
American Water Works & Electric re- 
ceived title to over 33,000 acres of land 
situated in Sacramento Valley, Calif., 
free and clear of all indebtedness ex 
cept $250,800 purchase money mortgages 
on a small part of the tract. 

In time this property should become 
self-supporting, and may even bring in 
a moderate profit, for the land is in the 
most fertile section of California. Until 
this occurs the cash supplied for de- 
velopment purposes is carried as an ad 
vance on the company’s books, and no 
income or expense in connection with it 
appeared in the last year’s statement of 
the American Water Works & Electric 
Company. 
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AMERICAN WATER WORKS AND ELECTRIC 


First Year’s Operations 


Relieved of the terrific burden of the 
irrigation companies’ indebtedness the 
new company has shown some ability 
to move forward. The first year’s oper- 
ations, for the fiscal year ended June 30, 
1915, total income was $994,475. This 
was exclusive of some $232,000 of net 
earnings of certain subsidiaries used for 
construction purposes, and therefore did 
not go into that year’s income of the par- 
ent corporation. After interest on 
bonds, net income was $478,638, equal to 
9.57% on the $5,000,000 first preferred 
stock and 1.28% on the $10,000,000 par- 
ticipating preferred after allowing for 
7% first preferred dividend requirements. 

On April 27, 1914, when the present 
company was organized, there remained 
a credit balance of $89,969, which with 
the 1915 net aggregated $568,607. How- 
ever, from this sum $500,000 was set 
aside in 1915 for construction financing 
of subsidiary water companies. Also, 
$19,455 was expended in interest on 
United Water & Light Co. notes, leaving 
a net credit balance of $49,152 at the be- 
ginning of the 1916 fiscal year. This 
$500,000 was put aside under a sup- 
plemental trust agreement made by the 
American Water Works & Electric Co. 
to create a special surplus account of 
$1,250,000 for financing any new con- 
struction of the water works companies. 
For the next three years $250,000 will 
be added annually until the full sum is 
acquired. 


West Penn Traction 


The most important and most remun- 
erative property which the American 
Water Works controls is the West Penn 
Traction & Water Power Co., the hold- 
ing company of the West Penn Traction 
Co., which operates interurban railways 
and electric light and power properties 
in the Pittsburgh, Pa., district. Amer- 
ican Water Works owns $178,900 of the 
West Penn Traction’s $1,625,000 pre- 
ferred stock and $3,000,000 of the $6,- 
500,000 common; also $94,800 of the 
West Penn Traction and Water Power 
Co.’s $3,500,000 preferred and $11,344,- 
000 of its $17,500,000 common. 

On June 18, 1914 the West Penn 
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Traction & Water Power Co. suspended 
dividend payments and under the reor- 
ganization indenture common dividends 
were to be withheld until the $6,000,000 
three year notes, issued by the West 
Penn concern for new construction pur- 
poses in 1914, were retired. No pre- 
ferred disbursements have been made 
since June, 1914, and, though earnings 
in the last year have improved substan- 
tially, no dividends can be expected until 
the $6,000,000 notes, due March 1, 1917, 
are retired. 

Under a plan now being considered 
for refinancing the West Penn Traction 
property, it is expected these $6,000,000 
notes will be taken care of by new 30 
year bonds, which probably will be is- 
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sued shortly. It is thought likely that 
this bond issue will be sufficiently large 
to care for the entire note issue and also 
provide money for future development. 
According to present plans, noteholders 
will be given the privilege of redeeming 
their notes sometime this year, probably 
around September. 

With the new financing, the way 
should be opened for the resumption of 
dividends, for earnings of the property 
are showing gratifying improvement and 
based on the last three months’ earnings, 
the annual increase should amount to 
over $500,000. Should this be realized. 








—_—__— 
750 THE MAGAZINE OF WALL STREET 








the proportion belonging to the Water 
Works Co. for this fiscal year will be ap- 
proximately $467,000, which added to 
the Water Works’ surplus of last year 
will give 5,000. This sum is equal 
to the full 7% first preferred dividend 
and about 6% on the participating pre- 
ferred, without allowing for any increase 
in the earnings from the Water Works’ 
other subsidiaries. 

It is admitted dividends could be re- 
sumed by the West Penn Company at 
this time, but it is not considered likely 
they will be until the company is through 
with its new financing. 


Dividend Outlook 

The sums which must be set aside an- 
nually for the special surplus account 
means just that much less will be avail- 
able for dividends during this period. 
While only half of what was used for 
this purpose in 1915 will be required 
each year for the next three even the 
$250,000, or within $100,000 of a sum 
sufficient to pay the 7% dividend on the 
first preferred stock, will remain a for- 
midable handicap until the full sum re- 
quired is accumulated. 

With improved earnings of the West 
Penn Traction Co. and the new financing 
which is expected to pave the way for 
the resumption of dividends by that com- 
pany the outlook for the payment of 
dividends on American Water Works is- 
sues is slightly better than appeared at 
the beginning of the present fiscal year. 
The best opinion is that the company 
probably will be in a position to begin 
dividend payments on the first preferred 
in 1917. 

Current Earnings 

The fact that current earnings are 
running ahead of the 1915 figures, de- 
spite the widely scattered properties, 
demonstrates the new company is moving 
in the right direction. For the first six 
months of this fiscal year it is estimated 
net income was well above the same 
months in the 1915 fiscal year. In fact, 
when the six months’ report, for the 
period ended Dec. 31, 1915, is made pub- 
lic in the near future, it is believed the 
showing will be even more favorable 
than the company’s officials have ad- 
mitted. Hereafter quarterly statements 
of earnings will be issued. 


Most of the increase in the six months 
period came in December an official of 
the company informed THE MaGazIne 
OF WALL STREET, and it is believed that 
December’s net was even better than 
November’s figures, which showed an in- 
crease of nearly $50,co0. 

Position of Securities 

American Water Works & Electric se- 
curities are not listed on any stock ex- 
change, but the stocks and bonds have 
been quite active lately in the unlisted 
market. An interesting fact in connec- 
tion with these securities is that they 
were considerably higher at the time of 
the reorganization than at present. The 
accompanying table shows the range of 
prices for these issues: 








RANGE OF PRICES 


At Time Since Reorganization 
of Reor- ———_—__~—_—" 
ganization High Low Last 


Bonds ........ 73 74 63 71 
Partic. Pfd.... 22 23 14 16 
First Pfd...... 76 80 45 55 


Common ...... 31% 9 84%, 17% 





When it is considered that in 1915 the 
American Water Works earned its first 
preferred dividend by a fair margin, 
after full interest on the $17,755,000 of 
bonds, that issue looks attractive at its 
present price. And 1915 was the com- 
pany’s first year following the readjust- 
ment. Also, the fact that it is selling 
lower now than at the time of reorgani- 
zation, when earnings were considerably 
less than at present, strengthens the 
opinion that the first preferred is in a 
position for an advance. 

The participating preferred also ap- 
pears to be selling at a relatively low fig- 
ure, the last sale being reported at 16. 
It sold around 22 at the time of reorgani- 
zation, and during the period between 
April, 1914, and recent weeks it sold as 
high as 23 and down as far as 14. The 
common stock is in an entirely different 
class from the preferred issues, and can 
be considered only on a purely specula- 
tive basis. 

On the facts presented in this article 
the preferred stocks are entitled to fav- 
orable consideration as speculative in- 
vestments. 















































Municipal Ownership and the Investor 


How Investors Have Been Hurt By “Corporation Bait- 


ing ’’—Failure of Municipal Ownership Experiments— 
Present Trend of Sentiment 





By CARL T. NAUMBURG 





F recent years the 
question of muni- 
\ cipal ownership 
M\ of public utili- 
\ ties has been 
of increasing 

importance, 

not only to 
the communi- 
ties where this 
question has 
arisen, but also 
to the holders of 
bonds of the city 
where the experi- 
; ment is sought, as 
well as to the bond and stockholders of 
privately-operated plants. The successes 
or failures of municipal ownership con- 
cern not only those who are directly 
affected, but each and every attempt at 
municipal ownership is of vital interest 
to the thousands of investors whose sav- 
ings and surplus funds have purchased 
the securities of non-municipal public 
utility enterprises. 













Volume of Public Utility Securities 


The outstanding bonds, preferred and 
common stocks of gas, electric and kin- 
dred properties, represent an investment 
of such magnitude as to be almost incom- 
prehensible. Public utility securities have 
demonstrated the steadiness of their 
gross and net revenues over a period of 
years, and during varying conditions, in 
a way that leaves no doubt as to their 
stability and merit. The confidence of 
the investor in this type of security is 
now established beyond question, and the 
popularity of the so-called “ public util- 
ity issues” has grown amazingly, both 
among individuals and banking institu- 
tions. To this large group of investment 
buyers, one of the questions of the hour 
is whether municipal ownership is a po- 
litical fad, doomed to perish as such, or 
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a factor which will prove a real menace 
to the capital invested in privately-owned 
public utility properties. 


Municipal Ownerships in the United 
States 


In the United States municipal owner- 
ship of public utilities on a large scale 
is almost unknown and untried. It has 
been limited almost entirely to the small- 
er communities, and has been, in the 
great majority of cases, a failure. A tab- 
ulation calculated on a percentage basis, 
and giving exact data as to the failures 
and successes where municipal owner- 
ship has been tried, is of little interest to 
the average investor. Statistics of this 
sort concern only the political economist 
and the advocate of this form of munic- 
ipal service. The average holder of 
public utility bonds or stock is concerned 
with the causes of municipal ownership 
failure only to the degree of being able 
to discuss it intelligently, and protect his 
own interests by the presentation of basic 
facts against municipal ownership agita- 
tion. 


Interests of the Investor 


The investor in public utility securities 
is vitally interested in every municipal 
ownership campaign which is waged, 
whether he be directly affected in his 
holdings or not, for the reason that his 
own community may be the next to be 
affected by such agitation, and his own 
investments put in jeopardy thereby. 
Many costly municipal ownership fail- 
ures could have been nipped in the bud 
by enlisting the co-operation of the cit- 
izens of other communities where a sim- 
ilar experiment had been tried, if it had 
been possible to arouse public interest 
and protest in time. 

The first cause for the failure of mu- 
nicipal ownership lies in the one word— 











——— 





——____—_—. nk 
752 THE MAGAZINE OF WALL STREET 





Politics. Politics and efficient operation 
of public utility plants have never gone 
hand in -hand, nor is it ever possible for 
them to be compatible. A politician has 
but one interest—a satisfied constituency, 
resulting in either re-election or political 
advancement. He is willing, of course, 
to pay almost any price to please. The 
fate of successive political administra- 
tions are of no concern to him. Cheap 
municipal service of the public neces- 
sities secured through municipal owner- 
ship of the plants supplying such service, 
has made capital for many ambitious of- 
fice-holders, and has at the same time 
brought disaster alike on succeeding ad- 
ministrations and on the taxpayer. 


Cheap Service the Costliest 


Low rates for gas, electricity and kin- 
dred service furnished by the municipal- 
ity; rates so low that they do not allow 
adequate maintenance and depreciation 
charges, or a fair return on the invested 
capital, must inevitably reduce a munic- 
ipally-owned plant to a bare salvage 
value in the course of years. This log- 
ical result of ruinously cheap service and 
inefficient operation will eventually com- 
pel the taxpayer to pay interest charges 
on an investment which can no longer 
earn them, in the shape of a defunct util- 
ity plant. 

Efficient engineers do not as a rule 
seek employment in municipally owned 
plants—their scope is too limited. Initia- 
tive bears no fruit and advancement has 
a definite limit. The brains of the pub- 
lic utility industry have always been 
found in the large engineering organiza- 
tions which have developed public serv- 
ice under private control to its present 
high state of efficiency. Political posi- 
tions are unstable, and changes of ad- 
ministration usually bring new operating 
engineers, political appointees whose 
tenure of office depends upon cheap rates 
and low operating ratios, instead of ade- 
quate service and careful management. 
Thus the outcome of experiments in mu- 
nicipal ownership ‘under political man- 
agement is almost always the same; a 
“run down” plant whose value has 
finally reduced to that of franchises and 
salvage. 





The Case of a Railroad 


As has been said, this country pos- 
sesses comparatively few examples on 
a large scale of inefficient governmental 
public utility service, for the reason that 
municipal ownership has fortunately not 
been tried in many communities of size. 
One of our Southern states, however, 
operated a railroad for nearly fifty years. 
The service was unsatisfactory and in- 
adequate and a return upon the capital 
invested was never earned. Private own- 
ership and operation brought about not 
only improved equipment and more sat- 
isfactory schedules, but it also resulted 
in the carrying capacity of the road being 
practically doubled within a very short 
time. 


The Texas Experiment 


Texas, a state which has always been 
known for its advocacy of municipal 
ownership, and for its anti-corporation 
policy, has owned a railroad which has 
proved a most costly experiment, and 
which will undoubtedly pass into private 
ownership as soon as a purchaser can 
be found. Operating expenses have 
never been earned. Within a space of 
two years the state lost a sum exceeding 
$75,000. 

In Canada a governmental examina- 
tion of the National Transcontinental 
railway revealed the fact that an enor- 
mous sum of money had been wasted, 
principally in the sub-letting of contracts 
and in bidding on materials. 


Europe’s Experience 


For examples of municipal ownership 
on a large scale, the countries of Europe 
afford the best example. The railroads 
of France show steadily increasing defi- 
cits. Enormous sums in the form of 
special appropriations have been spent 
from year to year, in spite of which the 
service has been unsatisfactory. The 
traveling public has had to submit to the 
inconveniences of poor service, frequent 
accidents and contumacious officials ; wel! 
known evils of governmental operation 
and control, where service and courtes) 
do not have to be a business asset, © 




















Municipal Ownership in Germany 


In Germany passenger and freight 
rates far exceed those of the United 
States. A huge public debt has been 
created, and while the service has been 
more satisfactory than that shown among 
other continental nations, the profits have 
been very small. It is significant that 
the railroads of the United States during 
the year 1910 paid in the form of taxes 
alone almost twice the gross amount 
earned by the Prussian railways. 

Every one who has ever tried to use 
the telephone system in any large city 
abroad can speak with great feeling as 
to its hopeless inadequacy. A compari- 
son of the number of telephones in our 
cities as compared with communities of 
like size in England or on the continent, 
proves conclusively the unattractiveness 
of municipal ownership from a stand- 
point of service. 


The Case of Urbana 


One example is typical. In 1890 the 
city of Urbana, Ohio, issued $250,000 
six per cent. municipal bonds maturing 
within ten to twenty years, leased ground 
and drilled gas wells, and also built 
about forty miles of pipeline. Eight 
years later the city sold its property out- 
side the city linfits for $15,000, and 
leased the city land to a private corpo- 
ration for a long period of years at an 
annual rental of $3,000. This municipal 
ownership project was a dismal failure 
from the standpoint of finance and ser- 
vice, all interest on the bonded debt in- 
curred for this work having been paid 
out of general taxes, which were, of 
necessity, very high. In 1897 the city 
was compelled to default its bond interest 
and later compromised with the bond- 
holders ; the outcome being that the lat- 
ter changed the rate of interest from six 
to four and one-half per cent. 

The case of Urbana is an excellent il- 
lustration of the fact that municipal 
ownership is of importance not only to 
the community it serves, but to the pub- 
lic in general. The purchasers of the 


bonds on this plant who resided in other 
cities and states suffered with the tax- 
payer of Urbana by being compelled to 
hold a depreciated security and accept 
a lower interest rate. 
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“ Corporation Baiting” on the Decline 


It is, however, a most encouraging sign 
to note that the wave of anti-corporation 
sentiment and “corporation baiting ” 
which has prevailed throughout the coun- 
try is seemingly on the wane. This spirit 
has probably produced more municipal 
ownership attempts and failures than any 
other cause. Municipal ownership has 
usually been caused either by the at- 
tempt of a politician or a group of poli- 
ticians to make capital out of the legiti- 
mate profits of privately owned and 
operated corporations, or has been 
brought into being by the “ public be 
damned ” policy of private corporations 
which have been too short-sighted to 
realize that their greatest asset lay in 
creating for themselves a high reward 
in the communities served. It has been 
the experience of private operators that 
the public will pay a reasonable rate for 
the commodities, lights, heat and power, 
if the service is at all times adequate, 
and if the company’s relations with the 
community show public spirit and are 
friendly. 

The Demagogue’s Opportunity 

Unfortunately, the demagogue whose 
political advancement has been founded 
upon corporation “ baiting,” can never 
be entirely stilled, nor can the well- 
meaning reformer at all times be made to 
see the pitfalls of municipal ownership. 
Fortunately, the politician who has 
founded his career on attacks on corpor- 
ate enterprise has been forced to realize 
by actual business conditions that the 
crippling of industry, through hostile leg- 
islation and attack, has in many in- 
stances impoverished his own constitu- 
ency, and driven capital from his commu- 
nity. A revulsion of feeling from anti- 
to pro-corporation sentiment has in re 
cent years ended the career of many dan- 
gerous politicians whose capital has been 
their success in harassing corporations. 

Conditions of corporate favor and dis- 
favor seem to move in cycles. The re- 
sults of these changing conditions have 
been losses which are incalculable to the 
investing public. That these losses could 
have been prevented by sensible and con- 
servative campaigns of education, is now 
admitted, and it is a hopeful sign to note 
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that the more enlightened civic bodies 
have joined with the conscientious public 
utility operator in campaigns of educa- 
tion to combat selfish political interests. 
That this work and spirit has grown, 
and will grow is one of the gratifying 
indications of a more intelligent grasp 
by the public of municipal and economic 
problems divorced from politics. 

If the general inertia of the public can 


be overcome, and if every investor in 


' public utility issues be made to feel that 


his interests are involved in every munic- 
ipal ownership controversy, it is then 
we may know that the knell has been 
sounded for ill-advised municipal owner- 
ship extravagance, and that the general 
investing public’s interest in public utility 
securities is justified, and will be pro- 
tected. 





Notes on Public Utilities 





Brookl Union Gas—Estimated 1915 
EARNINGS were approximately 11% on 
ew stock compared with 7.2% in 1914. 

a ee quarterly dividend of 14% was 

clared payable April Ist. 


Brooklyn Rapid Transit—Showed 
GROSS EARNINGS of $14,048,444 for first 
half of current fiscal year, compared with 
gi, ,607,760 for same period preceding year. 

urplus of $3,341,533 was equal to 4.48%, 
compared with 4.15% same time in previous 
year. 


Cities Service Co.—January gross showed 
INCREASE of $237, Regular monthly 
dividend of % of 1% on preferred stock 
was declared, payable March Ist. 


Consolidated Gas—IMPROVEMENT 
in earnings of United Electric Light & 
Power Co. may mean it will declare a por- 
tion of the $2,000,000 accumulated dividends 
it now owes to Consolidated Gas on its pre- 
ferred stock. 


Edison Co. of Boston—January gross 
earnings were $849,005, NEW HIGH REC- 
ORD for any month and $91,640, or 12.10% 
larger than corresponding month in 1915. 


General Electric—New business showing 
ENORMOUS INCREASE and if orders 
should hold for full year at rate of last two 
months, it would mean $150,000,000 of in- 
coming orders. 


Kings Coun Electric Light—SUR- 
PLUS available for dividends for year end- 
ed Dec. 31, 1915 was $1,567,501, equivalent 
to 11.66% on $13,436,000 stock compared 
with 10.85% on $13,308,100 previous year. 


Kansas City Railway & Light—Reorgani- 
zation committee PURCHASED at receiv- 
ers sale Metropolitan Street Railway’s 
property for $3,600,000. Kansas City ele- 
vated railway for $150,000 and Kansas City 
& West Port Belt Railway for $100,000. 


L Valley Transit Co.—January 


ehigh 
ross of $185, 576 showed INCREASE of 
$34, over same month in 1915. 


Laclede Gas Co.—Declared regular quar- 





‘terly DIVIDEND of 1%% on common 
and 5% on preferred, payable semi-an- 
nually. 


Mass. Gas—NET EARNINGS for Jan- 
uary were $311,673 compared with $262,- 
402 in same month of 1915. Seven months 
het nearly $160,000 ahead of same period 
last year, increase of 10%. 


Manufacturers’ Light & Heat—Surplus 
after charges was $2,723,660, EQUAL TO 
12.66% on $21,500,000 capital stock, against 
11.33% earned on same stock in previous 
year. 

New England Telephone—Earned 7.66% 
on outstanding stock in 1915 compared with 
7.29% preceding year. NET REVENUE 
og Yo oul was $5,100,000 against $4,800,000 
in 

New York Telephone Co.—BALANCE 
after charges for 1915 was $13,802,064, equal 
to 11.04% on stock, against 10.7% in 1914. 

Northern States Power—Readjustment 
of management and capital, which was 
raised from $17,500,000 to $30,000,000 is ex- 
pected to greatly increase company’s 
EARNING ABILITY. 

New York Railways—AGREEMENT 
practically concluded between bondhold- 
ers’ directors and stockholders’ directors 
on interest to be paid on income bonds for 
six months ended Dec. 31, 1915. Amount 
will be approximately 3.2% making inter- 
est payments for year about 4.57%. 

Pacific Gas & Electric.—Plan of making 
CONSUMERS STOCKHOLDERS in 
company meeting with satisfactory success. 
In 17 months, ended Jan. 1, number of 
consumers who are also stockholders in- 
creased 3916, or 133%. 

Peoples Gas Light & Coke.—Chairman 
-< the board Samuel Insull stated present 

annual dividend rate could not be 
MAINTAINED and that three remaining 
quarterly dividends to be paid in current 
ear would be at the rate of 6% annually. 
eport for 1915 showed surplus of $3,228,- 
966, equal to 8.38% earned on capital stock 
against 8.55% previous year. 




















Public Utility Inquiries 





Montana Power 

W. A. E., Hoboken, N. J.—Montana Power 
supplies power and light to Butte and neigh- 
boring cities, and mining properties. It also 
has a contract to supply power to the Chicago, 
Milwaukee & St. Paul. Earnings are at present 
running at the rate of 514% on the common 
stock, which is paying 3%. Prospects for fu- 
ture development of this company are excel- 
lent, and we consider it a good stock to hold 
for a long pull. 


Adirondack Electric 


T. L. M., Fitchburg—Adirondack Elec- 
tric’s improvement in gross and net earn- 
ings during November was ahead of the 
good record made during the preceding 
month. November revenues totaled $124,- 
619, and surplus after all charges was $39,- 
381. December earnings were the largest 
on record. 

For 11 months to Nov. 30 the company’s 
gross reached $1,297,058, against $1,232,940 
for the corresponding 1914 period, while 
balance after all rent and interest charges 
equaled $266,311, or considerably more 
than double the $112,118 balance last year. 
Dividend requirements on the preferred 
stock, which becomes 6% cumulative next 
December, amount to only $150,000 per 
annum, 

The company has a sizable claim pending 
against the state of New York in connec- 
tion with a taking of some of its Mechanic- 
ville, N. Y., hydro-electric property for the 
building of the Erie canal. Although the 
final recovery under this claim is, of course, 
entirely problematic, its ad damnum is 
$3,000,000. 





Northwestern Elevated 


F. B. A., Toledo, Ohio.—Northwestern 
Elevated Railroad first 5s should prove a 
good investment for a business man at 88%. 
The interest is earned about 1% times and 
practically the entire stock of the company 
is held by the Chicago Elevated Railways. 
Over 90% of the company’s main line mile- 
age is located on private right of way, ex- 
cept where streets are crossed. Elsewhere 
the franchises extend beyond the life of 
the bonds. 





Montana Power 

M. L. R., Cincinnati, Ohio.—Montana 
Power supplies power and light to Butte 
and neighboring cities, and mining prop- 
erties. It also has a contract to supply 
power to the Chicago, Milwaukee & St. 
Paul. Earnings are at present running at 
the rate of 5%% on the common stock, 
which is paying 3%. Prospects for future 
development. of this company are excellent 
and we consider it a good stock to hold for 
a long pull. 


People’s Gas 


P. C., Brooklyn, N. Y.—People’s Gas 
Light & Coke Co., of Chicago, is in an un- 
fortunate situation owing to litigation with 
the City of Chicago, and its continued trou- 
ble with the Illinois Public Utilities Com- 
mission. The company is in the midst of a 
suit with the City over gas rates and the 
outcome is uncertain. It is not likely that 
the company could continue its 8% divi- 
dend should it lose the suit as the margin 
of safety over its dividend requirements is 
not large, even now. When the present 
suit will end, it is almost impossible to an- 
swer. Such cases come to an end sooner 
if a compromise could be reached but it ap- 
pears doubtful if this will occur. In 1915 
business was not up to normal, but there 
is no doubt the company earned its 8% 
dividend. In 1914, People’s Gas earned 
about 8%4% on its stock. The company’s 
capitalization is $38,500,000 outstanding 
stock and over $50,000,000 of bonds. The 
market range of the stock for a number 
of years back follows: 1915, 123%4-112%; 
1914, 125-106; 1913, 12934-104; 1912, 122%- 
103. The stock is selling around 109, which 
for an 8% issue is relatively cheap. But, 
considering its difficulties with City and 
State authorities, and the complicated po- 
litical situation in Chicago, we consider it 
a rather uncertain speculation. 





Public Utility Investments 


Cc. B. H., Warrenville, Conn.—Springfield, 
Mo., Railway & Light Co., the Wisconsin-Min- 
nesota Light & Power Co., and the Kansas 
Gas & Electric Co. preferred stocks are con- 
sidered reliable public utility investments, as 
they are all earning their preferred dividend 
requirements twice over. However, the mar- 
ket for these particular stocks is not very ac- 
tive and they are not securities that you could 
sell on short notice. Should you desire to dis- 
pose of them at any time you would have to 
wait until you could find a purchaser. Spring- 
field Railway & Light declared an initial divi- 
dend of 14% on its $750,000 preferred stock 
in the spring of 1915, and is now paying divi- 
dends of 7% annually. In 1914, the last year 
reported, about 15% was available for pre- 
ferred dividend payments, after interest on the 
company’s bonds, and other fixed charges were 
met. The Federal Light & Traction Co. con- 
trols the Springfield Railway through stock 
ownership. Wisconsin-Minnesota Light & 
Power preferred is paying 7% dividends, and 
in 1914 earned close to 14% on its $2,067,000 
preferred. It has $4,640,000 bonds outstanding. 
The American Public Utilities Co. controls and 
operates the Wisconsin-Minnesota property, 
owning all of the common stock. Kansas Gas 
& Electric is an important subsidiary of the 
American Power & Light Co. and has earned 
its preferred dividends twice over every year 
since 1910. 
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Is Wall Street Now Too Skeptical? 


Many Stocks Legitimately Entitled to Sell at Higher 


Prices Because of Phenomenal Earnings 





By SCRIBNER BROWNE 





(In our January 8th issue we published an article by Mr. William T. Connors 
entitled “ Stocks Which Are High Enough.” The subsequent decline in the market 
substantiated Mr. Connors’ views in a most decided manner. The following contribu- 
tion by Mr. Scribner Browne takes the stand that there are many securities which have 
not yet discounted their large earnings. We trust that it will be as suggestively help- 
ful as Mr. Connors’ keen analysis.—Eprror.) 


T is a curious thing, but nevertheless 
a fact well known to experienced ob- 
servers of the Street, that speculat- 
ors in the mass are just as much given 
to moods as they are individually. Sen- 
timent goes in waves. It spreads from 
one to another like some infectious dis- 
ease. 

If you enter a broker’s office where 
every one is enthusiastically bullish, you 
cannot help being more or less influ- 
enced by the atmosphere of optimism. 
On the other hand, if you find all your 
friends and acquaintances in the dumps, 
selling out their stocks and predicting 
lower prices, you are an exception if you 
do not feel strongly influenced toward 
doing the same thing. 

The result is that, given a start by 
some event, condition, or by influential 
leadership, a mood spreads wider and 
wider like the ripples from a stone drop- 
ped into a pool, and often far outlasts 
the circumstances that gave rise to it. 

According to my point of view, we 
are having right now an illustration of 
the Wall Street habit of thought above 
described. Last fall the market became 
“over-bought.” Bullish sentiment be- 
came “ too unanimous.” Everybody was 
long. Many had reached the conclu- 
sion that we were in a “ new era,” and 
that prices couldn’t decline much in the 
face of the tremendous war demand for 
our products. That was a Wall Street 
mood. 

The natural result was a reaction in 
prices and the gradual development of 


the opposite mood. The attention of 
traders has now become fixed upon the 
bearish side of the case—the facts that 
prices are high for many stocks as com- 
pared with previous years, that the 
“technical position” of the market has 
been bad, that our big war profits must 
necessarily be temporary, that there is 
still a possibility that we may sever dip 
lomatic relations with Germany, that 
costs of materials and labor are rising, 
etc. 

All these things are true. They were 
equally true seteral months ago when 
prices were at the top. . 

Likewise, the bullish factors in the sit 
uation are just as true now as then 
that we are in the midst of a war in- 
flation which makes comparisons with 
the prices of the past few years of very 
little value, that the “ technical position ” 
of the market is a rapidly fluctuating 
quantity and always a subordinate in- 
fluence so far as the broad movements 
are concerned, that there is as yet no 
sign of the end of the war, that the 
severing of diplomatic relations with 
Germany even if it comes would prob 
ably be without serious results, that al 
though costs are rising the prices of 
finished products have far outstripped 
them, etc. 

Broadly considered, there are only 
two main differences between the situa- 
tion now and that when prices were at 
the top: 

(1) Prices are now _ considerably 
lower. 
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(2) Wall Street’s mood has changed. 
Skepticism Has Replaced Gullibility 


A general feeling of skepticism has 
spread throughout speculative circles. 
When prices were rising, any wild rumor 
as to big war orders was accepted with- 
out question. Now even the established 
facts as to phenomenal earnings are re- 
garded with coldness and doubt. 

It seems very clear to me that this 
mood is being overdone just as optimism 
was overdone a few months ago. Tak- 
ing its cue from leading bankers who feel 
it their duty to warn the country against 
the dangers of undue inflation, Wall 
Street has gone to the other extreme and 
is now failing to take at their real value 
the facts of our great prosperity. 

So far as many of those stocks are 
concerned which are directly dependent 
upon the manufacture of munitions for 
the Allies, there is still reason for cau- 
tion. We have no means of knowing 
how long that demand will last and it is 
very difficult for anybody to decide what 
price is to be accepted as legitimately 
discounting the benefits of the orders al- 
ready received. After the big decline in 
the prices of these stocks a renewed ad- 
vance would not be in the least surpris- 
ing, but everybody must recognize the 
fact that the prospects of the securities 
are highly speculafive. 

But the doubt and skepticism with 
which these munition stocks may rea- 
sonably -be viewed, has spread through- 
out almost the entire list—railways, 
steel stocks, equipment issues, coppers, 
and industrials which have little or noth- 
ing directly to do with the munition 
trade. 

It is true that all these stocks are af- 
fected by the war. Everything in the 
world is now affected by the war. But 
that is quite a different thing from being 
directly dependent upon the munition 
purchases of the Allies as not a few of 


the “ war stocks ” now are. 
Some Big Earnings 
Without attempting to review the 


earnings of the entire list, let us look 
at a few of the stocks that have been 
recently in the lime-light: 
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Estimated 
Current Earnings 
On Par On Price 
Amer. Locomotive com... ... 40% 60% 
Amer. Smelting com......... 20 19.5 
NGS BN Ad Su consenesaus’ 200 61 
BUI c0nk sinsgnsiesccues 45 25 
Butte & Superior.......... 500 53 
GE bear Rndd eudeaeccb eee 360 30 
Lackawanna Steel........... 30 89 
Republic Iron & S. com.... 30 52 
ke) ee a 90 35 
U. S. Smelting com......... 40 38 
RO Eee 25 30 
CIRO CINE s v.50 ces ccscvses 250 29 
Westinghouse Elec. com..... 25 38 


All of these stocks are influenced by 
the war and a few of them are making 
munitions to a greater or less extent, but 
none of them should be classed as ex- 
clusively “ war stocks.” 

American Locomotive, for example, 
in the six months ended Dec. 31, did a 
gross business of $14,398,000, of which 
about half was shell work—including the 
Montreal plant as well as plants in this 
country—and the other half the ordinary 
business of the company. Unfilled ord- 
ers were $52,240,000, of which about 
three-fifths represented shells and two- 
fifths ordinary business. 

But the equipment demand is now 
rapidly increasing and it would appear 
that it must continue to gain for some 
time to come. The railroads of the 
United States have starved themselves 
on locomotives for half a dozen years. 
Now that the gross business of the roads 
is again normal_and their profits rea- 
sonably large, they will not only need 
much more and better locomotive equip- 
ment but they will also be in a position 
to pay for it. 

Some influential banking interests are 
known to hold the view that the present 
rate of profit, which is sufficient to yield 
about 60 per cent. on the present price 
of the stock, can be maintained not only 
throughout 1916, but 1917 as well. 


American Smelting 


Take American Smelting. Present 
earnings of about 20 per cent. on par 
are almost entirely from the company’s 
plants in the United States. Most of the 
Mexican plants are shut down and from 
those that are trying to operate very 
little profit is now obtainable. This con- 
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dition cannot last forever. Some sort 
of government must finally be established 
there and when it is the earnings on this 
stock will be increased at least 50 per 
cent. and probably more than that. There 
is also a big future for still greater de- 
velopment in Mexico. 

When Smelting entered the copper re- 
fining busines in 1901 its capacity was 
60,000,000 pounds a year. By midsum- 
mer of this year it will be 1,000,000,000 
pounds. The whole history of the com- 
pany has been one of enlargement and 
improvement. 

In 1905 8.2 per cent. was earned on 
this stock and in 1906 10.5 per cent. 
The high price in 1906 was 174. What, 
then, ought the stock to sell for when 
the company is earning 20 per cent. with 
ene-third of its plant practically idle? 


Other Issues 


American Zinc presents different fea- 
tures. This company’s profits are due to 
the war demand for spelter and it can- 
not make anything like such profits when 
the war is over. But there is another 
side to the story. The company has only 
$4,828,000 stock outstanding. Its net 
profits in 1915 were not far from 100 
per cent. on that stock. It is sold so far 
ahead that if the war were to stop now 
and spelter drop instantly to 6 cents a 
pound, it would earn another 100 per 
cent. in 1916. If the war continues 
throughout the year American Zinc will 
earn about 200 per cent. In other words, 
the 1915 and 1916 profits together will 
in all probability equal the present price 
of the stock—leaving the valuation for 
its mines and plants in Illinois, Kansas, 
Tennessee and Missouri, and its 2,500 
acres of mineral lands in the last state, 
at zero. 

Butte & Superior’s position is similar. 
It has $2,726,000 of stock outstanding, 
and has on hand an undivided surplus of 
cash and quick assets of about $7,500,- 
000. Its profits for the first half of 1916 
will be another $7,500,000. If the war 
continues through 1916 this company 
will probably have on hand (less what- 
ever is previously disbursed in divi- 
dends) profits equal to eight or nine 
times the par value of its stock. Such 
a situation, even if it does not outlast 


the war, warrants a high price for the 
stock. 

Turn to the coppers. In 1911 Ana- 
conda sold at 41% ($25 par) on 13 cent 
copper; in 1912 at 48 on 17 cent copper; 
it is now selling at about 90 ($50 par) on 
28 cent copper. It is actually selling 
lower in 1916 on 28 cent copper than it 
sold in 1912 on 17 cent copper. 

Chino sold at 503% in 1912 on 17 cent 
copper; in 1916 it is only 60 on 28 cent 
copper. Its costs are about 7 cents a 
pound, hence its net earnings are more 
than double those of 1912. 

Back in 1909, before it had reached 
anything like its present rate of produc- 
tion, Utah Copper sold at 67% on 13 
cent copper. It is now 86 on 28 cent 
copper. Its copper cost is less than 8 
cents. Hence its profits are now four 
times those of 1909, even assuming the 
same production. 

Of course this is only a part of the 
story. It entirely ignores the flotation 
process, which at Anaconda for instance, 
is now adding 900,000 pounds of copper 
a month to production at a cost of 5 cents 
a pound ; the new leaching plants, the re- 
covery of sulphuric acid which was for- 
merly wasted, and various other im- 
portant economies which will add very 
greatly to the profits of the various cop- 
per companies. It also ignores the great 
growth of production. 


Future of the Metals 


Moreover, it is not in the least likely 
that the demand for copper will dis- 
appear with the end of the war. The 
tremendous consumption now will leave 
a big hole in the world’s reserves. Ger- 
many and Austria will presumably be 
nearly bare of copper and supplies else- 
where will be below normal. It will take 
some time to bring the world’s stocks 
back to the usual level. And the demand 
for copper for reconstruction purposes 
will be large. 

Again, new construction all over the 
world is now almost at a standstill. After 
the war it will be resumed—and almost 
every kind of new construction requires 
copper. I believe this situation warrants 
higher prices for the copper stocks. 

Steel has not been forced to so high 
a price relatively as copper because the 
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world’s supply of iron and its productive 
capacity of steel are very much greater 
thanof copper, but the demand for 
steel is sharp enough to bring the steel 
companies very large earnings. 

In 1909 when U. S. Steel common sold 
at 947% it earned 10.5 per cent. It is now 
earning at a rate of 25 per cent. or more 
and selling at 84. And look at the vastly 
greater value behind the common stock 
of this company now than in 1909. The 
policy of the company has been to apply 
earnings to construction. In the present 
year betwen $50,000,000 and $60,000,- 
000 will be spent for new construction 
and additions. Last year $17,500,000 
was spent for that purpose. Since or- 
ganization the total has been about $550,- 
000,000, or about $125,000,000 more 
than the present market value of the 
stock. Yet the stock sold at 55 in 1901. 

U. S. Steel now has on hand $110,- 
000,000 cash, which exceeds the previ- 
ous high record by $43,000,000—another 
important item. The corporation now 
has a capacity of 15,000,000 tons of fin- 
ished steel yearly, or about double its 
capacity in Igor. 

In 1912 5.7 per cent. was earned on 
the common stock, and in 1913 11.2 per 
cent. Toward the close of 1912 the stock 
sold at 8034. If it was worth that price 
then, what is it worth now on earnings 
of 25 to 30 per cent. and with a greatly 
enlarged productive capacity? 

Republic Iron & Steel common sold 
at 49% in 1909. In that fiscal year 4.5 
per cent. was earned on the common. It 
is selling at 53 and earning about 30%. 


Westinghouse Electric has splendid 
prospects entirely outside its war order 
business. The four years IQII-1914 
were years of dull business, especially in 
electrical construction, yet the average 
earnings on this stock for those years 
were 9.4 per cent. Engineers agree that 
the possibilities of electrical develop- 
ment have hardly begun to be realized. 
Even if we assume the average earnings 
or the stock for the future as not more 
than 12 per cent., that would represent 
over 9 per cent. on the present price— 
and this leaves entirely out of account 
the company’s big war profits, which 
make its present earnings on the price 
about 38 per cent. 

In a word, Wall Street is now placing 
too much emphasis on the supposed tem- 
porary character of the gigantic earn- 
ings of many of our great corporations. 
Comparisons with recent years are mis- 
leading because of the prolonged period 
of dull business through we have passed. 
Figuring on the basis of average pros- 
perity for the next five years, and then 
adding on the big war profits now being 
piled up, many stocks are selling below 
a just valuation. 

Too much skepticism is just as bad as 
over-enthusiasm. It was not long ago 
that Bethlehem Steel was earning $30 a 
share yearly and selling at $30. General 
Motors sold at $38 when it was earning 
$38 annually. Wall Street was skeptical. 
A little later Bethlehem sold at 600 and 
General Motors at 558. 

Wall Street should wake up to the 
facts. 








How Long Will Business Expansion Last ? 


Present conditions and the trend of general business lead 
to the conviction that a period of business expansion has 
commenced which will last so long as the European bellig- 
erent countries can find the means of settling for our exports 
to them by shipping gold, returning our securities or ar- 


ranging with us for deferred credits—James B. Forgan. 











Baldwin Locomotive’s Prospects 


What 1916 May Show—Present 
Position of Its Stocks. 


Earnings—Investment 








By FRED L. KURR 


$6 HE business outlook at the be- 
ik ginning of 1916 is favorable.” 
Thus Alba B. Johnson, Presi- 

dent of the Baldwin Locomotive Works, 
closes his remarks to stockholders in the 
annual report recently issued by the com- 
pany covering the 1915 calendar year. 
Baldwin Locomotive management has 
always been conservative and while the 
above statement of its president may 
seem a little tame, when compared with 
the glowing prospects some of the en- 
thusiasts on the stock have announced 


the big profits from war orders do not 
come until a large volume of output is 
reached, in fact this work when first 
turned out is very likely to show a loss 
instead of a profit. 


Outlook for 1916 


In the second place the depression 
which was so general in the railway 
equipment business in 1914 continued 
largely throughout the first half of 1915 
Baldwin, therefore, did not begin to real 
ly make money until the fall months; 











New Eddystone, Pa., Plant of Baldwin Locomotive Works 


for the company, the simple word “ fa- 
vorable” to initiated Wall Street is 
quite forcible enough coming from the 
source it does. It was but a year ago 
that President Schwab of the Bethlehem 
Steel Corporation on being asked what 
the outlook for Bethlehem Steel was for 
1915, announced it was “ favorable.” 
There are some people who have pro- 
fessed disappointment at the showing 
made by the company for the 1915 year. 
In our humble opinion it was a most ex- 
cellent exhibit. In the first place the 
profit from war orders was little or noth- 
ing. Out of a total gross of $22,083,011 
only $2,743,077 represented work other 
than locomotives. It is well known that 


1915 can be said to .be_ merely 
a curtain raiser for 1916 when the big 
showing will be made. Just how much 
the company will earn this year has been 
estimated by various persons believed. to 
be well informed on the company, but 
these estimates have varied greatly anc 
can only be regarded as more or less 
guesswork. In. fact it is our opinion 
that the officials themselves are still some 
what in the dark as to just what profits 
the enormous orders that Baldwin has 
on hand will yield. There are many un 
certain factors. How high will the per 
centage of rejections run? Will deliv 
eries of raw material be made prompt}, 
so as not to hold up operations? Wii! 
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the war end and the provisions in the 
contracts as to cancellations be put into 
effect ? 

Just how large the volume of orders 
Baldwin has on its books at the pres- 
ent time has not been announced, but 
that it is very large is no longer ques- 
tioned in well informed circles. Over 
$100,000,000 and perhaps as high as 
$150,000,000 the estimates run. New 
orders are constantly reported as being 
received by the company, but the man- 
agement steadily refuses either to con- 
firm or deny any of them. On February 
ig an order for 20 locomotives for the 
British Government was reported; on 
February 17 an order for 10,000 shell 
forgings for the United States Govern- 
ment, and on February 3, 83 small loco- 


up to 100 per cent. on the common stock. 
Baldwin Locomotive has undoubtedly a 
conservative and efficient management, 
and there is reason to believe that under 
its practised hand the war orders re- 
ceived will be made to yield a fair per- 
centage profit. 

The company’s main plant is located at 
Philadelphia and covers 17 acres. There 
is a branch at Eddystone, Pa. Recently 
several large plants were erected at the 
latter place at a cost of about $3,500,000. 
Part of these plants, 34.5 acres, were 
leased to the Remington Arms Co,. of 
Delaware (controlled by Midvale Steel 
& Ordnance Co.), for the manufacture 
of rifles, and part, 65 acres, to the Eddy- 
stone Ammunition Corporation of New 
York, for the manufacture of shells. 








Leased by Remington Arms Co. for Manufacture of Rifles 


motives for the French army, and so on 
for the past several months. 


Earnings Possibilities 


It is rather idle to estimate profits so 
soon for 1916 with so little accurate data 
at hand. Suppose orders total at least 
$100,000,000. The next questions that 
arise are how soon can they be completed 
and what will the percentage profit be? 
The answer to the second question de- 
pends largely on the answer to the first, 
and the first cannot be answered even by 
the officials themselves were they willing. 
All that can be said is that possibilities 
exist for this company to make enor- 
mous profits in the next two years, profits 
which might easily run in the aggregate 





Upon these contracts of lease the Bald- 
win Company will derive as a profit the 
return from the buildings leased and a 
further rental payment upon each rifle 
or shell manufactured, if these contracts 
are satisfactorily completed. 


Financial Strength 


As of December 31, 1915, Baldwin 
Locomotive shows itself to be in strong 
financial position. Current assets totaled 
$19,023,210, and current liabilities, $5,- 
982,003, giving the company a working 
capital of $13,041,207. This is sufficient 
to cover the $10,000,000 bonds outstand- 
ing and leave $3,000,000 and the entire 
plant and equipment as equity for the 
$20,000,000 preferred and $20,000,000 
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somewhat risky speculation, in view of 
BALDWIN LOCOMOTIVE WORKS | the uncertainty that exhists as to just 
what its profits from war orders will 
Cl§ SURPLUS AVAILABLE FOR DIVS. amount to. The company undoubtedly 
c= PREFERRED DIVIDEND has the possibility of making enormous 
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common stock. Of the current assets 
$1,306,987 was in cash, $1,934,715 in 
marketable securities, $7,520,545 inven- 
tory and the balance receivables. Profit 
and loss surplus of the company, as of 
December 31, 1915, stood at $4,865,837. 

Graphic 1 shows the percentage earned 
on the common and preferred stock over 
the past several years. Since the or- 
ganization of the company, June 7, 1911, 
the preferred stock has received its 7 per 
cent. dividend. Dividends have been paid 
on the common as follows: 1911, I per 
cent.; I912, 2 per cent.; I913, 2 per 
cent.; 1914, 2 per cent. Last dividend, 
I per cent., was paid January, 1915. 
Earnings since organization of the com- 
pany have averaged about 7 per cent. per 
annum on the common stock. 


Position of Stock 


Baldwin Locomotive common stock 
must be regarded at present prices as a 





profits and if no unfavorable develop- 
ments occur will probably report earn- 
ings in 1916 that will more than justify 
the present price of the stock. As 
Graphic 2 shows, the stock fluctuated 
over a big range in 1915, advancing from 
a low of 265% in March to a high of 
154% in October. At present levels it 
has shown good resistance to pressure 
and will very possibly recover some of its 
loss from the high levels of October. 

The preferred can be considered a high 
grade investment stock. In anything like 
a normal year the company has no dif- 
ficulty in earning this dividend. As al- 
ready pointed out this issue has a very 
large equity behind it. At present prices 
the yield is over 6 per cent. and the stock 
looks rather attractive as a purchase for 
investment purposes. 
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Before one can invest one must save. 
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National Lead’s 


Last Year One of the Best in 
Company’s History — Outlook 
for Record 1916 Year—Its War 
Business — Prospects for Extra 
Dividends on Common. 


New Epoch 


By JAMES SPEED 





HE National Lead Co. is an aristo- 
crat among corporations. Its claim 
to a high rating in the industrial 

peerage is based on two factors: senior- 
ity and achievement. National Lead is 
the third oldest big consolidation, hav- 
ing been preceded only by the Standard 
Oil Co. and the American Sugar Refin- 
ing Co. At the next annual meeting Na- 
tional Lead will have rounded out a full 
quarter of a century of corporate exist- 
ence. Its beginnings go back to Colonial 
days. On May 1, 1787,” the Pennsyl- 
vania Hospital bought “12 cwt” of 
“ ground white lead ” for £54, from one 
Mordecai Lewis of Philadelphia. The 
original of that order with its quaint 
script of those days, hangs framed in 
the company’s offices at 111 Broadway. 
The concern of John T. Lewis & Bros. 
Co., managed by descendents of Mor- 
decai Lewis, is the company’s Philadel- 
phia branch to this day. 

National Lead accomplishments em- 
brace the record of having paid its pre- 
ferred dividend regularly since incor- 
poration, including those dark days in 
American finance when practically every 
important railroad had either passed into 
receivers’ hands or had suspended divi- 
dends. The high price range of the pre- 
ferred stock as shown in Graphic 2, is 
a reflection of the stability of the pre- 
ferred dividends. Thus the preferred 
stock’s price is symbolical of the sound- 
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ness and respectability of that issue and 
the thought of National Lead’s passing 
the preferred dividend would be regard- 
ed among the owners of that class of se- 
curities, in somewhat the manner as a 
scandal would be looked upon in one of 
the “ old families.” 


Present Earnings 


As.a matter of fact the preferred divi- 
dend is probably farther from being 
passed at present than at any time in the 
company’s history. The figures for the 
1915 fiscal year, which ended December 
31, will not be known until the annual re- 
port, now in the printer’s hands, is pub- 
lished, but from very reliable sources of 
information I learn that the balance for 
the common last year will total at least 
5 per cent. As shown in Graphic 1, that 
figure would be the best in six years. 
That the earnings last year were excep- 
tionally good is indicated by the recent 
action of the board in placing the com- 
mon on a 4 per cent. basis. William W. 
Lawrence, president of the company and 
whose photograph heads this article, has 
repeatedly stated to the writer that it 
has been the fixed policy of himself and 
his fellow directors to maintain the com- 
mon dividend rate at a figure such as can 
be maintained under all reasonable cir- 
cumstances. 

Taking “ Lead ” Out of Wall Street 


About a decade ago National Lead 
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common was one of the speculative lead- 
ers in the “ Street.” The Guggenheims 
had sold the United Lead Co. to Na- 
tional and in part payment had obtained 
a very considerable block of common 
stock of the latter company. Right here 
let me dissipate one of those legends of 
the Street which persist from year to 
year because no financial writer has 
either the knowledge or courage to deny 
them. The Guggenheim interests never 
controlled National Lead although at 
one time they owned a considerable 
amount of stock and had three repre- 
sentatives on the board. 

After the Guggenheim representatives 
had withdrawn from National’s board, 
the common stock lapsed as a favorite 
speculative medium and since then has 
sold on its intrinsic merits rather than 
on its speculative possibilities. 

The Management 


National Lead is a business organiza- 
tion in every sense of the word. The 
president has grown up in the lead busi- 
ness and is as far as could be imagined 
from being one of those industrial cap- 
tains who conduct their company’s af- 
fairs with one eye on the sales sheets 
and the other on the stock ticker. To 
him the stockholders are indebted for 
the present conservative dividend policy 
which has enabled the company to put 
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sufficient funds back into its many prop- 
erties in order to bring them up to the 
proper state of efficiency. It is of in- 
terest to note, that with one exception, 


. every director of the company is a sal- 


aried officer and is not actively interested 
in any other outside business. In many 
instances important positions have de- 
scended from father to son, when the 
second generation has shown abilities 
equal to those of the first. Recently the 
company made suitable recognition of 
the fact that one of its employes has been 
in its service for sixty-one years, and 
the mutual feeling of good will which 
exists in the National Lead organization 
is well instanced in the following ex- 
tract from the 1914 annual report to the 
stockholders. 


“In each annual report under 
this heading reference has been 
made to the remarkable esprit de 
corps that exists among the men 
and women who are charged with 
the conduct of the company’s affairs 
and to whom is confided the con- 
servation of the company’s interests 
and the expansion of its business. 
Tt matters little where this spirit is 
sought for: it finds its expression in 
different parts of the land from 
those who sell our products; it is 
in our mines, our factories, our of- 
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fices. Wherever the name of the 
National Lead Company is found, 
there it exists. 

While suitable mention is made 
in each annual report of this spirit 
of hearty co-operation, your direc- 
tors have long wished to express to 
this body of employees in some more 
lasting, more permanent and more 
substantial way their appreciation. 

With this thought in mind, at the 
close of the year 1914, each man and 
woman employed in our managerial, 
advertising, selling, clerical and sup- 
ervising force, was presented with 
a policy in the Equitable Life Assur- 
ance Society, under the terms of 
which in the event of the death of 
such employee while in our service, 
there is to be paid to his or her bene- 
ficiary a sum equal to a year’s sal. 
ary. The intent of your board of 
directors is to convey the idea that 
our relation to those comprising our 
official family is not ended when the 
day’s work is done or life’s work 
is over, but extends to those depend- 
ent upon them.” 


Value of “ Good Will” 


Naturally the “ good will” within the 
organization and on the part of its cus- 
tomers, is an asset of almost incalculable 
value. It enables the sales force to ob- 
tain the best prices for all the company’s 
products in all its markets. Recently a 
director stated to THE MaGazINE OF 
Watt Street that he estimated the 
“ good will” of the company as having 
a cash worth equal to the combined value 
of all its plants. 

At the time of the last report the com- 
pany had 6,859 stockholders, none of 
which held exceptionally large holdings 
with the exception of the Rockefeller 
Foundation, which at one time owned 
25,000 common and 1,400 preferred 
shares. 


Wringing Out the “ Water” 


That the common stock of the com- 
pany at one time was considerably “ wat- 
ered” goes without saying. Watered 
stock was the vogue in the days in which 
the National Lead consolidation was 
put through. The present management 
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has squeezed out a very considerable 
amount of H,O, and the process will be 
continued until the common is backed, 
dollar for dollar, with tangible assets. 
A glance at the amounts set aside for re- 
pairs and renewals in the last five years, 
shows how this policy is being worked 
out. During the last half-decade the 
company has expended for these pur- 
poses approximately $5,000,000, or near- 
ly $1,000,000 annually. There is no cap- 
italization of such expenditures. 


Earnings of Subsidiaries 


Probably the average investor is un- 
acquainted with the fact that the an- 
nual income statements include only ac- 
tual dividends paid by subsidiaries to 
the parent company. But such is the 
case and very considerable equities are 
accumulating in the subsidiaries, which 
should one day materialize in the form 
of dividends. 

For the present the management is 
engrossed in putting the corporation in 
a strong financial position. The reserve 
insurance fund totals now $1,100,000, 
and a fund of $200,000 has been set up 
against that dav when the present ab- 
normal price of metals will have sub- 
sided, and it will be necessary to write 
off considerable amounts on the large 
stock of metals bought at higher prices, 
and which the nature of National’s busi- 
ness requires be carried at all times. 

During the last decade nearly all of 
the plants have been entirely rebuilt in 
steel and concrete. There still remain 
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one or two which will require consider- 
able outlays to bring them up to the 
standard of the others, and for that pur- 
pose a depreciation fund of $100,000 
has been created. 


War Business 


The rash individual who hopes to get 
a line on National Lead’s war business 
from the officers might as well bay at 
the moon. But it is no secret that the U. 
S. Cartridge Co., in which the National 
Lead Co. is a large stockholder, is now 
making considerable money. In fact we 
understand that last year’s results were 
not only sufficient to make up for the 
deficits of lean years, but allowed a 
very substantial profit and loss surplus. 
The plants and outputs of this company 
have been greatly extended in the last 
year but the company has not as yet con- 
tributed anything to National Lead’s in- 
come account. When a sizable surplus 
has been built up the cartridge concern 
will be in a position to consider divi- 
dends. 


The Outlook 


From the foregoing it appears, then, 
that National Lead’s good 1915 year 
came from improvement in its “ nor- 
mal” business. This improvement was 
noted in nearly every branch of its ac- 
tivity, particularly in the demand from 
railroads and the demand for white lead, 
which is the company’s chief product. 
In this connection it should be noted, 
that the company has a variety of prod- 





ucts, almost too numerous to mention, 
and which are the result of a diversifica- 
tion-of-interests policy. It has been the 
plan of the management to so diversify 
the output of finished materials that a 
slump in any one particular line of in- 
dustry would be likely to be compen- 
sated for by a larger demand in some 
other branch. 

The year 1916 has started off with 
all the earmarks of a record twelve 
months and if present expectations are 
realized, the end of the year will see 
the company in the strongest financial 
position it has yet occupied. 


Position of Stocks 


How are National Lead stocks to 
be regarded? The preferred obviously 
on its record and outlook is one of the 
soundest of preferred industrial invest- 
ments. ‘The common may be regarded 
as being on a very secure 4 per cent. basis 
and at 70 yields 5.7 per cent. From a 
strict investment point, then, the com- 
mon is selling high enough, but it offers 
quite some speculative possibilities. 

There is little likelihood that the next 
year or two will see an increase in the 
established common dividend rate, but 
present earnings of the subsidiaries, if 
they continue at the current rates for 
any appreciable period, afford good 
grounds for expectations of something 
in the way of extra dividends on the 
common stock. The common therefore, 
may be regarded as an excellent long pull 
speculative investment. 





THE trader in stocks must train himself into a kind of double per- 
sonality. In forming his judgments and making his opinions 
he must employ to the utmost all the intellectual powers he posses- 


ses. 


Having reached a decision, however, and given his order, he 


straightway should become more or less of a machine and conduct 
the technical details appertaining to the trade without any emotions 


whatever. 














Marconi Wireless of America 


How Earnings Improved Despite War Handicaps—New 
Management’s Policy of Economy—Development of 


New Fields—Outlook 





By ROBERT S. PIERSON 





HEN the British Government took 
over the biggest and most im- 
portant of the Marconi Wire- 
less’ stations, those at Carnaryon and Ox- 
ford, England, in July, 1914, the outlook 
was anything but cheerful for the imme- 
diate future. And, following the drastic 
action of the English authorities, the 
clearing of the seas of German ships 
by the British fleet, tore another great 
gap in Marconi’s earning capacity. 
Then came the requisition of French 
and English trans-Atlantic steamships by 
the governments for war service, which 
deprived Marconi of just that much more 
revenue. When it is known that a ship 
like the Hamburg American liner Vater- 
land expends between $500 and $600 
monthly for wireless service, the loss of 
all German-owned ships and practically 
one-half of all the French and British 
liners, was a serious handicap to the 
Marconi Wireless Co. of America. 


A Policy of Economy 


However, despite all these obstacles 
the war thrust in Marconi’s way the com- 
pany made a better showing in 1915 than 
the preceding year. The official report 
for that year is not available, but a Mar- 
coni official stated to The Magazine of 
Wall Street that 1915’s earnings showed 
improvement over I914. 

This officer attributed the larger 
figures to the new management’s policy 
of economy, which put the entire com- 
pany on a war basis and reduced all ex- 
pense to a minimum. Another reason 
for the good showing last year was that 
rentals for wireless service to ships was 
increased, thus bringing in additional 
revenue. 


Financial Condition 
While the 1915 report may show a 


slightly improved financial condition, the 
report for 1914, the latest one available, 
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indicates the company was not in a par- 
ticularly strong position at that time. The 
balance sheet for that year showed ac- 
counts payable of $404,228. On the 
other side of the sheet, accounts re- 
ceivable were only $393,334 with cash 
in banks, on call loans, and on hand 
aggregating $838,436. Thus, the current 
assets exceeded current liabilities by a 
not very wide margin. 

Fixed assets, which include real es- 
tate, buildings, coast stations, machinery 
and equipment, was given as $4,623,117 
and patents and good will at $2,763,005. 
There is $9,402,070 of capital stock out- 
standing, par value $5. 

In 1914 gross earnings from operations 
totaled $756,572, and net was $121,614. 
However, income from investment of 
surplus funds that year was $150,274, 
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Marconi’s Arlington, Va., Wireless Station 
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making total net income $271,888. De- 
preciation charges were $122,011 and net 
carried forward $149,877. 


Development of New Fields 


If the war was not in progress, the 
Marconi Wireless Co.’s engineers believe 
that the feat of talking around the world 
via wireless would be as commonplace 
as local telephone conversations. Com- 
munication between San Francisco and 
Honolulu has been possible for some time 
and experimental work between Hono- 
lulu and Funabashi, Japan, is now pro- 
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company, recently formed, which will 
have a large fleet of barge ships on the 
Mississippi River sometime ~this year, 
and all these ships will be equipped with 
wireless, 


The Outlook 


Those who are best informed on the 
policies and plans of the present man- 
agement of Marconi believe that a bright 
future is ahead for the company’s stock- 
holders. They base this belief mainly on 
the improved showing made in 1915, des- 
pite severe war handicaps. The fact that 
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gressing at a satisfactory rate. These 
two stations are 3,400 miles apart and 
the results so far obtained indicate con- 
tinuous connection will soon be possible. 

Officials of the Marconi Company ex- 
pect to open their Pacific trans-ocean 
trans-Pacific service from San Francisco 
to Tokio, via Honolulu shortly. This 
will mean a big increase in the company’s 
revenue. 

Another important new line which 
Marconi has developed is the use of wire- 
less on inland ships. The company re- 
cently made a contract with a navigation 


with the world’s waterways cleared of 
half the normal traffic Marconi forged 
ahead and bettered its 1914 earnings, de- 
monstrates that the conduct of the busi- 
ness is sound. And for this reason 


‘stockholders should feel encouraged. 


It is true there is no reason to believe 
Marconi stock will make any substantial 
advance in the immediate future. But, 
considering the steady improvement 
shown in the past year, and the expansion 
policy now under consideration, the 
stock looks like a fair speculation at 
present prices. 























Investment Digest 


Note—The Investment Digest, Notes on Public Utilities, Oil Notes and Mining Digest con- 
tain condensations of the latest news regarding the companies mentioned. The items are not to 
be considered official unless so stated. Neither THE MAGAZINE OF WALL STREET nor the 
authorities for the various items guarantee them, but they are selected with the utmost care, and 
only from sources which we have every reason to believe are accurate and trustworthy.—2Zditor. 


RAILROADS 


Atlanta, Birmingham & Atlantic.— 
HEAVY SHIPMENTS of cotton, coal, 
steel and other merchandise commodities 
continues and earnings are running satis- 
factorily. 

Boston & Maine.—Preliminary reports 
indicate road INCREASED its freight 
revenue 41% and its total gross 26% in 
January, as compared with corresponding 
1915 month. Passenger earnings continued 
slightly ahead of last year. 


Buffalo & Wellsville—Upstate Public 
Service Commission APPROVED transfer 
of property and rights of the old Buffalo 
and Susquehanna Railway to New Buffalo 
& Wellsville Railroad, which bought the 
property at receivers’ sale. 


Canadian Pacific.—Declared regular quar- 
terly DIVIDEND of 134% out of earnings 
and % of 1% from income on the proceeds 
of land sale on the common stock. Regular 
semi-annual dividends of 2% on preferred 
also declared. 


Chesapeake & Ohio.—HAULED 2,092,141 
tons of coal in December, 1915 compared 
with 1,502,168 in same month 1914. 


Erie—Showed TOTAL INCREASE of 
$1,513,839 in total operating revenue for 
December and six months in its report to 
Interstate Commerce Commission. 


Kansas_ Cit Southern.—January net 
showed a DECREASE of $16,005 and six 
months net showed INCREASE of $310,- 
679, 


Minneapolis, St. Louis & Sault Ste Marie. 
—Declared regular semi-annual DIVI- 
DENDS of 3%% on preferred and com- 
mon stocks payable April 15. 


Northern Central—Reports for year 
ended Dec. 31, 1915, NET INCOME of 
$2,166,368 and ‘profit and loss surplus of 
$3,654,374. 


Northern Pacific—Gross earnings in 
January totalled $4,988,000, INCREASE of 
2.000 


New York Central.—Sold $16,000,000 of 
its own stock held until recently in treasury 
of New York State Realty & Terminal Co., 
a subsidiary. 


New Haven.—FREIGHT TRAFFIC past 
six weeks have been greatest in road’s 
history for this time of year. New Haven 
is likely to report $6,000,000 to $7,000,000 
income for current fiscal year after all fixed 
charges, which would be equal to 4% to 
5% on outstanding stock. 


Rock Island.—U. S. District Judge Mayer 
signed order ACCEPTING OFFER of 
settlement of $750,000 made by certain 
Rock Island directors. 

Southern Pacific.—Declared regular quar- 
terly DIVIDEND of 1%% payable April 1. 
Road ordered 3,500 freight cars. 


Texas & Pacific—December gross IN- 
CREASED 18% and net earnings 45%. Six 
months gross increase was 5.8% and net 
increase 18.5%. 


INDUSTRIALS 


Allis-Chalmers.—Believed company’s net 
will be running at the rate of $300,000 a 
month by spring, as company has SUFFI- 
CIENT BUSINESS on its books to guar- 
antee full operation for a period of eight 
months. 


Aetna Explosives—I N CR EAS ED 
number of common shares of no par value 
from 70,000 to 630,000 and its working capi- 
tal from $12,500,000 to $18,000,000. 


American Beet Sugar.—Reported 
SHORTAGE of sugar beet seed in this 
ountry will not affect American Beet 
Sugar, as company has seed supply suff- 
cient for next two years. 
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American Brake Shoe—EARNINGS 
now running at the rate of approximately 
20% on preterred stock, after  vaubeeees for 
dividends on junior issue at 7 


American Hide & LattiehsBeteinsed 
current quarter’s earnings WILL DUPLI- 
CATE favorable showing of quarter ended 
Dec. 31 last, when balance of $481,091, 
equivalent to 3.7%, was shown on the $13,- 
000,000 preferred. 


American Locomotive—J AN UARY 
EARNINGS were at rate of over 50% on 
common stock after allowing for all charges 
and preferred dividend. Considered likely 
that inquiry of Chicago & Northern for 
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90 locomotives will go to American Loco- 
motive. Company now turning out shells 
to meet full requirements of its contract 
which calls for delivery of 250,000 shells 
monthly. 


American Woolen.—Stockholders voted 
unanimously at special meeting to 
HANGE incorporation of company from 
New Jersey to Massachusetts and incor- 
poration papers have been filed at Boston. 


Associated Merchants.—Cornelius N. 
Bliss, Jr., chairman of reorganization com- 
mittee of Associated Merchants and United 
Dry Goods Companies, stated MAJORITY 
of each class of stock has already been 
deposited. 


Atlantic Gulf & West Indies.—Expected 
directors will consider INITIATION of 
dividends on the $14,996,000 preferred about 
the middle of March, as it is understood 
the earnings are running satisfactorily. 


Atlas Powder.—Declared regular divi- 
dend of 2% and an EXTRA DIVIDEND 
of 3% on common payable March 10. . 


Baldwin Locomotive.—Earned 7.14% on 
common and INCREASED working capi- 
tal by $3,000,000 in 1915. Understood Bald- 
win has close contract with United States 
government for 10,000 three-inch shell 
forgings. 

Bezhlehem Steel—PURCHASED Penn- 
sylvania Steel Co. at price approximately 
$31,900,000, which is at the rate of par for 
the preferred and about $27 per share for 
the common. This amount is to be paid in 
5% twenty year purchase money bonds of 
the Bethlehem Steel corporation. New 
Pennsylvania will increase Bethlehem’s 
output of Bessemer steel products and 
other general steel lines. 


Brill Co., J. G—TOTAL SALES in 1915 
were $4,403,116 against $4,903,510 in 1914. 
Company had $4,765,985 orders on hand 
February 5 as against $1,147,000 last year. 


Carbon Steel.—Company now working on 
THIRD war order for 4% inch shells. 
First order was for 75,000 shells, second 
15,000 and third contract involves several 
times the amount of the first two together. 


Candler Motor.—Estimated enough cars 
have already been SOLD to make certain 
earnings this year of $1,500,000 equivalent 
to more than $20 per share on the stock. 

Central Leather.—Net profits for 1915 of 
$8,465,104 showed INCREASE of $1,759,973 
over 1914. Balance for common was 10.8% 
against 6.4% in 1914. 


Cuba Cane Sugar.—Estimated PROFITS 
of $30 per share will be earned in 1916 on 
company’s 500,000 shares of common. 


Crex Carpet—Showed SURPLUS of 
$36,891, compared with a deficit of $30,122 
previous year. 


Cuban Portland Cement.—ORGANIZED, 
under Massachusetts laws, to manufacture 
and sell Portland cement in Cuba. Com- 
pany is capitalized at $2,000,000, par $10. 


Chevrolet Motor.—Predicted company’s 
TOTAL EARNINGS for 1916 will be in 
excess of $6,500,000. 


Cambria Steel.—Estimated current year’s 
earnings will exceed $15,000,000, or nearly 
$17 A SHARE. 


Crucible Steel.—Expected company will 
share in large WAR ORDER and that it 
will make steel for this order, which is for 
2,700,000 rifles. 


Draper Com 
share on COMM 
was added to on 


Du Pont Powder.—Purchased 2,000 acres 
of land near Suffolk, Va., on which will be 
ERECTED one of the largest smokeless 
powder plants in the world. 


Emerson-Brantingham.—PROFITS from 
operations in 1915" totaled $529,217, com- 
pared with —- in 1914. Total deficit 
now is $273,089 


Fisk Rubber.—Stockholders will be asked 
to approve plan to INCREASE capital 
stock by $10,000. 


Gulf State Steel—Showed NET 
PROFITS of $608,943 in 1915 and surplus 
of $417,843. 


General Motors.—EARNINGS for six 
months to January 3lst totaled $13,000,000 
and gross sales during that period were 
estimated at $74,00,000. 


Goodrich Co., B. F.—Net sales in 1915 
were $55,416,866 and surplus was $10,305,- 
679, EQUAL TO 17.17% on $60,000,000 
common, against 5.62% on same stock pre- 
vious year. 

Hercules Powder.—Net earnings in 1915 
were $4,922,402 and SURPLUS of $4,517,- 
794 was equal to 63.18% on $7,150,000 com- 
mon against $14.32% on $6,500,000 common 


previous year. 


International Arms & Fuse.—Reported 
company closed $16,000,000 WAR CON- 
TRACT with J. P. Morgan as agents for 
British Government. 


International Motor.—January sales IN- 
CREASED 36% over a year ago. 


International Mercantile Marine—U nder- 
stood that the 1915 British income and 
war profit TAXES upon net earnings of 
Mercantile Marine were approximately 


$13,000,000. 


Kresge S. S.—January sales amounted to 
$1,443,686 INCREASE of $318,840, or 
28.35%. Kresge recently incorporated in 
Michigan, having formerly been a Delaware 
corporation. 


w—Earned over $37 a 
in 1915 and $2,100,000 
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The new company will have cash on 
hand in excess of all current liabilities. 
President Kresge states that from the sale 
to stockholders of $1,000,000 Common 
Stock at par and the application of sur- 
plus earnings of 1915, a sum equal to the 
entire amount of Preferred Stock, has been 
invested in the business within the past 
twelve months. 

The Preferred and Common shares of 
the old company were listed on the New 
York Stock Exchange and the new com- 
pany will make application for listing in the 
immediate future. 


Lee Rubber & Tire—Understood CUR- 
RENT EARNINGS are running at rate of 
$10 per share, a 100% gain over last year. 


Lackawanna Steel—Last quarter of 1915 
fiscal year ended Dec. 3lst, 1915, showed a 
balance for dividend of $1,795,758, equal -to 
5.1% on capital stock, and at rate of 20.5% 
for full yaar. CURRENT EARNINGS are 
averaging nearly 30% on the stock. 


Lima Locomotive—RECEIVED OR- 
DERS for engines for New York Central, 
totaling over $2,500,000 


Lehigh Coal & Navigation—SURPLUS 
after charges in 1915 was $2,298,340, equal 
to 8.6% on capital stock compared with 
9.3% in 1914. 


Maxwell Motor—Deposits of warrants 
for conversion on first preferred are being 
received steadily and it is expected a 
LARGE PROPORTION will have been 
exchanged by March 10th. 


Mackay Companies—EARNED 5.49% on 
$41,380,400 common after allowing 4% on 
$50,000,000 preferred, as against 5.42% on 
same stock, previous year. 


Midvale Steel—Estimated :Midvale and 
Cambria Steel, its subsidiary, WILL 
EARN more than $30,000,000 in current 
fiscal year. Company sold $50,000,000 
twenty-year 5% convertible bonds and will 
also offer $25,000,000 new stock at $60 a 


share. 


National Carbon—EARNINGS on com- 
mon in 1915 were equivalent to 20% com- 
pared with 18.4% in 1914. 


New York Air Brake—PROFITS in 
1915 of $1,543,286 was equal to 15.43% be- 
fore depreciation on $10,000,000 stock 
against 6.41% in previous year. ’ 


Pacific Millsk—NET PROFITS in 1915 
were $1,784,064, or 14.8% compared with 
6% in 1914, 


Pressed Steel Car—Net profits in 1915 
were $1,324,815 and SURPLUS was $449,- 


815, equal to 3.59% on common, against 
0.14% previous year. 


Pacific Coast Co.—December gross IN- 
CREASED $156,475 or 36%, and was larg- 
est thus far in current fiscal year. 


Republic Iron & Steel—Earnings con- 
tinued to establish NEW HIGH REC- 
ORDS. Net earnings since the first of 
year have been running at rate of more 
than $30 a share a year on common after 
regular preferred requirements. 


Studebacker Corporation—January sales 
INCREASED 70% over corresponding pe- 
riod a year ago. 


Standard Oil California—NET PROF- 
ITS in 1915 were $9,529,946 after deducting 
$3,444,709 for depreciation. Surplus avail- 
able for dividends, $9,525,946 is equal to 
19.18% on stock against 20.24% previous 
year. 


Tidewater Oil—Purchased THREE 
NEW Oklahoma wells with total initial 
daily production of 5,200 bbls. 


Union Oil of California—GROSS PROF- 
3 ee was $6,321,648 and surplus $2,- 


Union Bag & Paper—Company’s plants 
now running at FULL CAPACITY and 
an official stated outlook for 1916 is the 
brightest in a number of years. 


United Drug—February gross business 
of newly formed company is 80% AHEAD 
of corresponding period of last year which 
follows an increase of 64% in Seeeney. 


Underwood Typewriter—Current EARN- 
INGS are at rate of 20% on common stock 
after allowing on all prior charges. 

Union Switch & Si —Expected to 
ear: 40% ON COMMON stock from $7,- 
v00,000 shell order and 65% from all other 
sources. 


United States Steel—May earn $240,000,- 
000 in current year which would mean 
about 29% FOR COMMON. Steel cor- 
poration is forced to decline large amount 
of business because of congested condi- 
tions. 


United Steel—Announced capital stock 
will be INCREASED from $1,500,000 to 

Wayland Oil—NET EARNINGS on 
$1,500,000 common in 1915 estimated around 
7%% and current earnings are reported to 
be earning at a record rate. 

Woolworth Co., F. W.—Gross sales were 
$75,995,774 in 1915, a GAIN of $6,363,880 
while net earnings were $7,548,209, a gain 
of $1,118,314 over preceding year. 











Investment Inquiries 


TELEGRAPHIC SERVICE TO YEARLY SUBSCRIBERS 


The Magazine of Wall Street has made ents by which yearl 

desire F enyenr replies to their inquiries may receive them 

cost of the telegram, which will be sent collect. 

to take quick action in the stock market, as one or two days’ delay might re- 
sult in a loss that a telegram would have saved. 


being 
when they expect 


Great Northern Ore 


M. B. W., Lake Placid, N. Y.—Great 
Northern Ore has a very valuable property 
but there is considerable development work 
to be-done on it and we do not believe a 
very liberal dividend policy will be adopted 
by the company in the immediate future. 
As soon as this stock gets near the price 
you paid for it, we suggest that you either 
sell out or protect it with a stop loss order. 





Maxwell ist Pfd. 


T. C., Chicago, Ill—Maxwell Motor first 
preferred stock is rapidly geting into the 
class of a good investment security. There 
are no bonds ahead of it. For the year 
ended June 30, 1916, it is estimated that the 
first preferred dividend will be earned over 
four times. We consider this a good stock 
to hold for investment purposes. 





Kansas City So. 


H. B. M., Washington, D. C.—Kansas 
City Southern is showing excellent earn- 
ings and we consider the preferred stock 
a good security to hold for a long pull. We 
do not look for much of a move in the rails 
until the labor situation is straightened out. 
In our opinion, the trend of the market is 
upward and the copper, steel and equip- 
ment stocks are favored. 





Int. Mercantile Marine 


C. S. A., Kane, Pa—lIt is difficult to 
advise you in regard to International Mer- 
cantile Marine as there are now so many 
uncertain factors. It is not known whether 
or not the various protective committees 
will agree. There is also the uncertainty 
as to how heavy the British War Tax will 
be. There is some talk of Great Britain 
establishing minimum freight rates. We 
are rather inclined to the opinion that the 
recent decline in the stock has discounted 
a good deal and that it should recover 
somewhat from present levels. In our 
opinion it is very unlikely that the property 
will be foreclosed and the common stock 
left out in the cold. The various com- 
mittees, in our estimation, will ultimately 
get together and agree on some plan. The 
company’s earnings are running so large 
that if the war should last six months 
longer, and the war tax is not too heavy, 


.ness are excellent. 


subscribers who 
y telegraph—the only expense incurred 
e urge subscribers to use this method 


the present price of the preferred stock, 
especially, would not be unduly high. 





Wabash 

S. C. L., St. Clair Co., Ill—Wabash for 
the year ended June 30, 1916, will earn in 
the neighborhood of 7% on the preferred 
“A” stock. This would hardly justify the 
starting of dividends as the company can 
well afford to put a certain amount of sur- 
plus earnings back in the property. Then 
there is the labor situation coming to a 
climax shortly. We are not suggesting the 
purchase of any of the railroad stocks until 
this labor question is settled. 





Union Bag & Paper 

Cc. D. D., Georgetown, Ky.—Union Bag 
& Paper Co. is extremely reticent regarding 
its operations and earnings. It does not 
issue quarterly reports and the annual state- 
ment for the fiscal year ended January 31, 
1916, will not be made public until about 
April 1 of this year. However, we believe 
the 1916 earnings will be about the same as 
the preceding year, which showed 3.22% 
earned on the preferred. The preferred 
dividend was passed in January, 1913, and 
has not yet been resumed. The common 
has never paid dividends. 





United Cigar Stores 

A. T., Chicago, Ill—United Cigar Stores 
at present, levels we consider an attractive 
speculation. It pays 7%. The par value is 
$10. This company has excellent manage- 
ment and prospects for enlarging its busi- 
At $9 a share we con- 
sider it a promising purchase. While at 
present prices the yield is rather high, it is 
not inordinately so for a stock of this class. 
It must be remembered that a large part of 
its assets consists of good will. 





Triangle Film 

S. A. E., Brockton, Mass.—Triangle Film 
must be considered in the light of a speculation 
rather than an investment. The company has 
able management, but it has not been in exist- 
ence long enough yet to have proved itself a 
big money maker. Competition in the moving 
picture business is becoming keener every day 
and the earning power of this company may 
not come up to expectations. It must be re- 
membered that the stock is selling at a rather 
high price. as the par value is $5.00. 
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Driggs-Seabury 


C. M. B., Dunmore, Pa.—Driggs-Seabury 
has taken war orders in excess of $20,000,- 
000 and Savage Arms, which it controls, 
has also taken orders for $20,000,000. Presi- 
dent Borie of Driggs-Seabury, has stated 
the profits on these orders should be at 
least $6,500,000. It must be remembered, 
however, that estimated profits on war 
orders do not always become actual pro- 
fits. Inspection is very rigid and if the 
work is not very efficiently handled, the 
profits are liable to be lost. We consider 
this stock an attractive speculation at pres- 
ent levels, but there is a large element of 
risk involved. 





Standard Motors 


B. L. W., Canastota, N. Y.—It is very 
difficult to form an opinion as to the value 
of Standard Motors, as there is practically 
no information available as to what the 
company is earning. It recently greatly 
increased its plant and is reported to be 
operating at full capacity. In view of the 
lack of definite information in regard to 
the company, we consider this stock specu- 
lative. 





Amer. Locomotive 


D. M., Toronto, Ont., Canada.—American 
Locomotive has war orders on its books 
of over $35,000,000. There is no definite 
information as to just what profits the com- 
pany anticipates making on this business. 
In addition to the war business, however, 
they have enough domestic orders on hand 
to keep the plant at capacity for some time 
to come. We suggest, therefore, that you 
hold the stock somewhat longer as we are 
inclined to the opinion that it will work 
higher. If it gets close to the price you 
paid for it, we suggest that you protect 
vourself with a stop loss order three points 
away from the market. 





Gen. Chemical Pfd. 

H. A. J., New Orleans, La—The preferred 
stock of General Chemical is a first-class in- 
vestment issue. The company has no bonds or 
debts ahead of it. For the last five years the 
company has each year earned the preferred 
dividends three times over. The company 
is in strong financial position and the stock 
has a very large equity behind it. We do not 
see any reason why you should sell this se- 
curity. 





Chile Copper 

M. D. P., Milwaukee, Wis.—Chile Copper is 
capitalized at $110,000,000, of which $95,000,000 
is stock, par value $25, and $15,000,000 is bonds, 
convertible into stock at par. There are 
300,000,000 tons of ore blocked out, averaging 
2% copper. Within a few months the company 
will be treating 10,000 tons daily. 
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Hupp Motor Car 

H. N. C., Milwaukee, Wis—Hupp Motor 
Co. has $5,000,000 common and $1,500,000 7% 
cumulative preferred stock, convertible into 
an equal amount of common. The par value of 
the common stock is $10.00. Earnings for 1914 
were $545,000, in 1915 they were $550,000, and 
1916 earnings are expected to show up con- 
siderably better. 

On the basis of 1915 earnings, 7% was 
earned on the present outstanding common 
stock. We are inclined to consider the com- 
mon stock highly speculative. 

The production of cars is increasing enor- 
mously and it would appear that production 
will soon exceed demand. Competition is 
already very keen and when a state of 
overproduction is reached the large profits 
now shown by most of the automobile concerns 
will, in all likelihood, be considerably lessened 





Maxim Munitions 

K. T., Far Hills, N. J—Maxim Munitions 
is capitalized with $10,000,000, par $10. The 
company was organized for the purpose of 
manufacturing ammunition, rifles, machine 
guns and other war material. A contract for 
30,000,000 cartridges has already been obtained. 
It is anticipated that large orders for rifles and 
machine guns are soon to be closed. The com- 
pany has not yet started producing to any 
large extent and just what earning power it 
will be able to show can only be estimated. A 
sudden termination of the war, would, of 
course, have a detrimental effect on its busi- 
ness. There are experienced practical men at 
the head of this corporation and it has pos- 
sibilities of making very large profits, but the 
stock should be regarded as highly speculative 





Submarine Boat 


R. E. B., N. Y. City—Submarine boat has 
excellent people behind it and there are, as you 
say, profits in sight from contracts already in 
hand equal to $40 a share over the next 2% 
years. It is now paying dividends at the rate 
of $6 a year and there seems to be no reason 
why it should not be able to continue this 
rate for a long period. At present prices the 
stock looks very attractive as a purchase for 
a long pull. Of course it must be remembered 
that the stock has not much actual assets 


behind it, its value lying principally in the 
earning power of the company. Earning 
power is a rather uncertain factor. .For ex- 


ample, the company might build a number of 
submarines which turn out to be defective and 
entail a large loss. With this company’s effici- 
ent management, however, this is rather a re- 
mote possibility. 


S. O. of N. Y. 

F. C., Oshkosh, Wis.—Standard Oil of New 
York is a good oil speculation. The company 
is rapidly increasing its export business, and 
the prospects are that its earnings will show 
an improving tendency. 

















Bargain Indicator Showing Comparative Earnings 
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The Bargain Indicator of Industrials Will Appear in the Issue of March 18 
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MINING AND OIL 


“Standard” of Kansas 


War 


markable 


Decline and Recovery—Re- 


Dividend Record— 


Present and Prospective Earn- 
ings—Position of Stock 


By ARTHUR L. BOSTWICK 


TANDARD OIL CO. of Kansas in 
S the second year of its appearance 
before the public, established one 
of the most brilliant dividend records set 
by any of the former Standard Oil of 
New Jersey subsidiaries. But as with 
most all of the other sensational per- 
formers in that group, the days of afflu- 
ence for its stockholders came to an 
abrupt halt with the outbreak of the war. 
That a drastic curtailment of lavish divi- 
dend payments was justified is beyond 
doubt. The adverse effect of the unpre- 
cedented developments and succession 
of events which threw the whole oil in- 
dustry of the country into what seemed 
as abyss of demoralization in 1914, are 
too well known to need recounting here. 
At that time it would have stretched the 
imagination to even hope for the won- 
derful recovery of 1915, but the fact re- 
mains that this recovery has been more 
rapid and of more far reaching import 
to the oil companies than was the previ- 
ous decline. With it they have gained 
more in proportion than was lost, for 
what were merely book losses have been 
turned into actual cash profits. 

The record prosperity has resulted in 
the restoration of increase of dividends 
by numerous of the Standard Oil com- 
panies, but as yet, “ Kansas” has failed 
to give any tangible proof that it is 
again in the race for fresh honors. 


Dividend Record 


Its dividend record is interesting. In 
1913 and in the first quarter of 1914 an 
aggregate of $80,000 in cash was dis- 
tributed in addition to a $1,000,000 stock 
dividend. In the two years since March, 
1914, there has been paid out but $360,- 
000. Not until over a year after the dis- 
solution decree went into effect was any 
dividend at all declared. Then in De- 
cember, 1912, 3% and 2% extra was paid, 
followed by the declaration of 3% and 
4% extra in the first quarter of 1913. In 
June of the same year stockholders re- 
ceived in lieu of the regular 3% divi 
dend, a stock dividend of 100%, and also 
an “extra” of 10%. Blank astonish 
ment greeted the payment of 3% and 7“ 
extra on the new capitalization in Sep- 
tember, and in the last quarter of the 
year another increase in the extra to 
10% was made. Such a pace was be- 
wildering. No one knew what the stock 
was intrinsically worth, they only knew 
that every quarter brought a surprise in 
the shape of a larger dividend, or a 
melon. From the way money was pour 
ed out it looked like Standard Oil Com- 
pany of Kansas was nothing less than a 
gold mine. The price of the stock soared 
to $540 a share early in 1914. This was 
the equivalent of over $1,000 a share for 
the old stock which had been doubled. 
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The same stock had sold for $130 a 
share in I912. 

There was a tightening of the reins 
in the first quarter of 1914, for only 10% 
was declared but this was not nearly as 
disconcerning to the buyer who paid 
around $500 for the stock as the an- 
nouncement that only 3% was to be 
paid in the second quarter. The war re- 
sulted in a suspension of dividends al- 
together during the last half of the year. 
Payments were resumed at the rate of 
3% quarterly in February last year and 
have since been continued on that basis. 


Prestige of the Stock 


The stock shares the prestige that goes 
with the magic name of Standard Oil; 
otherwise it would probably not be com- 
manding the high market price at which 
it is quoted. At the current level of 
around 450 it yields less than 3% a year 
on the basis of its present dividend rate 
of 12%. The liberality with which divi- 
dends were distributed in the flush pe 
riod of 1913 certainly entitles the man 
who purchased the stock at high prices 
then, to expect big things with the re 
turn of boom times. What is there in 
the company’s future to justify such 
expectations ? 


Earning Power and Financial Position 


There is not much available informa- 
tion other than the dividend record on 
which to form an estimate of the earn- 
ing capacity of the company. The 
graphic presented herewith shows indi- 
cated earnings since 1911 but the figures 
are of little value except for compari- 
son. They disclose nothing definite re- 
lative to the actual or potential earning 
power. The company has issued no in- 
come account since dissolution and the 
only means of arriving at any kind of 
an estimate of earnings is by noting the 
changes in profit and loss surplus from 
year to year. This item covers the profit 
or loss on actual gross business together 
with the increase or depreciation in the 
market value of inventories. Therefore, 
since the price of crude and refined oil, 
especially gasoline, is subject to wide 
swings and the quantity of stocks carried 
is constantly varying, it is obvious that 
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there is no accurate way of gauging 
earnings from the surplus account. 
There is one thing, however, on which 
the balance sheet sheds some light. It 
is the financial strength of the company. 
As will be noted by the accompanying 
table the cash on hand was increased by 
$471,676 during 1914, to $533,000, much 
the largest sum ever reported. At the 
same time accounts payable were re 
duced by almost an equal amount, and 
stood on the books at the virtually nom 
inal figure of $38,720. Cash dividends 
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during the year totaled $260,000 while 
outlays involving nearly $400,000 were 
made for extensions and improvements 
to plant, and equipment. This was done 
despite the fact that the refinery was 
run on half time most of the year, and 
that the prices obtained for important 
products were much lower than in the 
previous year. 

In this connection the reduction in re 
ceivables of slightly more than $1,000, 
000 cannot be disregarded. The de 
crease in this item might be considered 
on first sight as an offset to the increase 
in cash and plant. It is significant, how- 
ever, that the company purchased in Oc- 
tober 1914, 2,000,000 barrels of crude 
oil representing an eight months’ sup- 
ply. The amount involved was in the 
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neighborhood of $1,500,000 on the basis 
of the market price of Oklahoma crude 
at that time, and the transaction was 
very probably a cash one. The small- 
ness of outstanding accounts payable 
would justify such an inference at any 
rate. Such a large purchase at one time 
was likely made for the purpose of tak- 
ing advantage of low prices and while 
the market subsequently dropped con- 
siderably lower the deal must have re- 
sulted in large profits for the price paid 
was substantially below that on which 
prices for refined products have been 
based since last fall. It should be ex- 
plained that the items accounts and bills 
receivable are combined in the condens- 
ed statement appended, and that the net 
reduction in the account resulted entirely 
from the wiping out of bills receivable 


which were carried on the books at the © 


end of 1913 at $1,424,000. Strictly 
speaking there was an increase ‘in ac- 
counts receivable. The bills were cred- 
ibly loans which the company called in 
during the year. 

A 50% loss in the value of inventoried 
merchandise may be ascribed almost 
wholly to the depreciation in the prices 
for crude and refined oil. In fact there 
is little question but that the surplus de- 
ficit was due to the marking down of in- 
ventories rather than to any failure to 
earn a profit on the year’s business. 

The 1915 report which will not be 
available until after this writing is cer- 
tain to show a general improvement in 
the financial status of the company. Sales 
during 1915 expanded greatly, on a ris- 
ing market while smaller dividends were 
distributed. These were essential fac- 
tors in strengthening the company’s po- 
sition, and the increase in its earnings. 


Business, Plant, Equipment, Etc. 

The Standard Oil Company of Kan- 
sas engages ‘in a jobbing business. It 
consequently effects sales in bulk at 
lower prices than retailers obtain, but 
makes up the difference by economies in 
selling costs. Its plant at Neodosha is 
thoroughly up-to-date. The Burton 
pressure system for the extraction of 
gasoline was installed in 1913, and fur- 
ther improvements have since been 
made. The refinery alone is stated to 
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represent an investment of $1,500,000. 
It is safe to say that the entire plant 
is carried at much below its actual value. 
The Standard Oil companies have a way 
of placing a depreciated valuation on 
their properties, and no one but the in- 
siders can tell the amount of the assets 
hidden in this way. Possibly they even 
do not know. 

The refineries, storage tanks, acid 
works, mechanical shop, clay restoring 
plant, etc., of the Kansas company oc- 
cupy 56 acres. The products turned out 
include, gasoline, napthas, motor spirits, 
gas oil, road oil, fuel oil, and petroleum 
coke. 


Current and Prospective Earnings? 


Such widespread publicity has been 
recently given to the status of the petro- 
leum industry, that it would only be 
repetition of what is generally known 
to restate the case here. Suffice it to say 
that the Standard Oil Company of Kan- 
sas is in position to benefit to a marked 
degree from the existing and prospec- 
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tively favorable trend of conditions per- 
taining to. the oil business. There is ap- 
parently only one qualifying factor, 
namely the competitive situation in a 
large part of the company’s territory. 
Gasoline prices in Kansas and other sec- 
tions of the middle west are extremely 
low as compared with those in the East, 
in fact tank wagon delivery prices are 
anywhere from 1 to 5 cents a gallon be- 
low quotations in other parts of the 
country. How long the price war will 
continue is problematical. For the past 
year it has doubtless affected profits and 
has perhaps indirectly played a part in 
the limiting of dividend payments. But 
be it remembered that when it comes to 
a question of price cutting the Standard 
Oil companies are seldom if ever worst- 
ed in the long run. 


Dividend Possibilities 

It would take the veriest seer to fore- 
cast dividend action of a Standard Oil 
Company directorate. As before stated, 
“Kansas ” has proven a disappointment 
of late in the matter of extra distribu- 
tions. Nevertheless, the price of the 
stock clearly indicates that more gen- 
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1914 1913 1912 
$1,394,872 $1,103,290 $591,940 
374,339 749,612 - 848,795 
923,516 459,939 92,594 
490,417 1,558,497 798,592 
$3,183,144 $3,871,338 $1,821,921 
$2,000,000 $2,000,000 $1,000,000 
88,720 500,183 233,442 
1,144,424 1,871,205 1,088,479 
$3,183,144 $3,871,338 $2,321,921 


erous payments than 3% quarterly are 
looked for and the conclusion seems 
warranted that the company can afford 
to pay larger dividends out of current 
profits. It may be that surplus is being 
accumulated with the intention of pay- 
ing out another stock dividend. This is 
an ever present possibility with a com- 
pany like “Kansas” which has given 
evidence that its earning power under 
normal conditions is disproportionate to 
its present capitalization. 


Position of the Stock 


At the current levels, however, the 
stock discounts a great deal in the way 
of dividends. Profits in the oil business 
as is well known are subject to wide 
fluctuations. The man who buys “ Kan- 
sas” at 450 should not unreasonably an- 
ticipate average annual dividends of $30 
a share which would return a yield of 
approximately 6.5% on the investment. 
To pay this amount would call for $600,- 
ooo yearly on the 20,000 shares out- 
standing. This is but $30,000 less than 
was distributed in the record 1913 year, 
and is way above the average for the 
past four years not including the stock 
dividend. 








Real management of investment accounts is generally 
lacking —Sound Investing, by Paul Clay. 
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Nipissing Mines a 


A Property Which Refuses to “* Peter Out ’—Production 
Record and Ore Reserves—What Remonetization of 


Silver Would Mean 


IPISSING Mines stands forth as 
the first producer of the renowned 
Cobalt District. And far from 

being at the point of petering out, as 
was rumored abroad several years ago, 
Nipissing today, after a consistent, high 
record of production, is actually in a po- 
sition where its proved ore reserves are 
carrying a greater valuation than at any 
time in the company’s history. 


Nipissing Mines Co. was formed 


under the laws of Maine, in 1906. It. 


is the holding company and has a capital 
of 1,200,000 shares, authorized and is- 
sued, with a par value of $5.00 per share, 
fully paid. Its mines and mills vested 
in the operating company known as Nip- 
issing Mining Co. are located at Cobalt, 
Canada, and these are seen with the most 
up-to-date appliances requisite in the 
mining industry, and peculiarly adapted 
to the surface work necessary in this 
region. Nipissing is regarded as prac- 
tically the only property in the Cobalt 
District that has not developed anywhere 
near its possible ore reserves. In fact, 
it should be pointed out in connection 
with this phase that, recently it was an- 
nounced from the mining camp that a 
new ore vein, in the Cobalt Lake fault 
had been discovered and that this vein 
consisted on close estimates of from 
1,800 to 2,000 ounces of silver per ton. 
The vein is roughly about 1,200 feet 
in length, between 8 and 10 inches in 
thickness and ranges at a depth of from 
150 feet to 300 feet. The discovery of 
this vein is the most important find re- 
corded by the company within the last 
eighteen months. 

Carrying the estimate a little further, 
engineers point out that the discovery 
of this vein means an additional 12,000,- 
060 to 13,000,000 ounces of silver or, a 
figure approx‘mating to closely the 
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amount of ore reserves of the company 
at the beginning of the current operating 
year. Three years ago, at the end of the 
1912 operating year, to be exact, the 
company had an ore reserve of over 9, 
634,000 ounces, a figure to which was 
added, in the succeeding two years, 
9,242,000 ounces. The next year, 1915, 
was started with a quantity of silver in 
reserve in excess of what obtained at 
the close of 1912 operations. The av- 
erage rate of production of the past 
few years was well maintained during 
this latest year and there is every pros- 
pect that, at the end of the current year, 
the ore reserve will be greater than it 
was at the beginning, two months ago, 
due of course, to the newly discovered 
vein in the Lake fault. 


Production Record 

While on the topic of production, it 
might be pointed out that Nipissing, 
since the beginning of operations in 
1906, has produced about 36,000,000 
ounces of bar silver, with a value, in- 
cluding nickel, cobalt and arsenic, in 
excess of $21,000,000. 
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Nipissing_Mine and Mill, Ontario 
The war abroad has done its part in 

stimulating most of the industries of 


this country, but not until recently has 
it had even an appreciable effect on the 
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silver-producing industry. Of late, de- 
velopments have been along the line of 
directly affecting this metal. The price 
of bar silver reflects this. In the esti- 
mates of experts, the price of bar silver 
is at the verge of a further substantial 
rise. In fact, what might be regarded 
as a mildly sensational advance in the 
price of the metal has already taken 
place. Last September, silver sold as 
low as 46% cents an ounce. At the 
beginning of December, this price had 
advanced to 48% cents and two months 
later, or well into February, the cur- 
rently high price of 5634 cents was 
recorded. 

With almost record low prices for 
silver last year, through to October, Nip- 
issing Mines has been able to show a 
high rate of earnings. Taking it to 
the end of that low-price period, Nipis- 
sing showed earnings of $1,106,036, a 
figure which fully covered the 20 per 
cent dividend requirements for the peri- 
oo, namely $1,000,000. Nipissing’s esti- 
mated cost of production last year 
will make a very favorable comparison 
with that of 1914, which was 19.8 cents 
and which represented a reduction of 4 
cents on the production cost of 1913. 
On the assumption that Nipissing made 
on the average as high as 30 cents an 
ounce profit on its silver during 1915, 
with the average silver price ranging 
under 50 cents an ounce, the company, 
taking the same rate of production, with 
silver around the 56 cent level, would 
show profits this year fully 30 per cent. 
larger than last year’s. 

Nipissing’s Reserve Position 

Nipissing stand out more or less as an 
exception to many of these other Cobalt 
properties, in that it maintained a high 
level of production throughout. The re- 
sult of this is evident, for, with the 
stimulation in demand practically at the 
door, that company finds itself in a posi- 
tion to dip into reserves the most ample 
in its history. The company’s position 
as to ore on hand and cash, is shown by 
Table 1. 

Nipissing Mines has an excellent divi- 
dend record. During 1914, for instance, 
when all industries were in the dumps, 
the company disbursed to its stock- 





TABLE 1 
NIPISSING’S ORE ON HAND AND CASH 
Dec. 11, Sept. 18, 
1915. 1914. 


$626,742 $655,402 
501,872 831,882 


Cash on hand 

Bullion in transit 

Ore on hand, in process, 
and bullion ready for 
shipment 


400,240 
$1,886,975 


295,684 





Total $1,424,299 





holders dividends to the amount of 22% 
per cent, while during the two preceding 
years, 30 per cent. was so distributed, 
in each year. 


Outlook for Nipissing 


There are sufficient reasons for the 
advance that has taken place so far in 
the value of silver and these reasons 
have been briefly set forth. Under the 
continuance of a high level of price for 
the metal, based on these reasons, it 
follows that a company like Nipissing 
will continue to prosper. It remains 
of course to be seen to what extent the 
leading nations of Europe will return to 
the double standard of currency. It is 
the view of experts that some of these 
nations, because of the enormous issues 
of paper currency they have made and 
the heavy drain of gold, will resort to 
either payments in silver or a repudia- 
tion of their debts. Some regard it 
as a foregone conclusion that the bimet- 
tallic standard is the only hope for these 
European nations and that they will 
readily adopt it after the war. France, 
for instance, has always reserved to 
herself the right to pay in silver when 
gold payments were not convenient and 
England, which has a much larger paper 
currency than France, and is eager to 
maintain her position as the world’s 
money centre, will no doubt have to re 
sort to silver, as, it is said, it would be 
as impossible to maintain this position 
in gold as it would be on a paper basis. 
The outlook for silver, therefore, on 
these premises, is bright and such a big 
producer as Nipissing would be sure to 
share in the materialization. 














Future of "a Rose 


Declining Ore Reserves Reflected in Stock’s Price—Pur- 


pose of Large Cash Reserves—Hope for Company 
Lies in New Acquisitions 





By HENRY MINTON 





A ROSE is another of the Cobalt 
silver properties which felt the in- 
fluence of the recent stimulation 

in the demand for the white metal and 
the consequent advance in price. But 
La Rose is not quite so favorably situa- 
ted with regard to the future as it was 
a few years ago. Its proved ore re- 
serves have shown a steady and rather 
precipitate decline in volume and in net 
valuation of late years and at the con- 
clusion of operations last year, they were 
at their lowest levels since the consolida- 
tion of the several companies into the 
present La Rose group. 

This decline in ore reserve volumes 
has been reflected in the market valua- 
tion of the stock of the company, as will 
be seen in the following brief tabulation 
of the high and low prices since 1908: 


Consolidation of 1908 


La Rose Consolidated Mines Co. is a 
holding corporation, formed under the 
laws of Maine, in 1908. It owns all the 
capital stock of the La Rose Mines, Ltd., 
Lawson Mines and Violet Mines Co. and 
98 per cent. of the capital stock of the 
University Mines, Ltd., which companies 
are all owning or holding corporations, 
organized under the laws of the Domin- 
ion of Canada. <a 
. The companies in the consolidation are 
the following: La Rose Mines, Ltd., 
comprising the La Rose, La Rose Ex- 
tension, Princess Mine, Fisher claim, 
Eplett claim, Silver Hill claim, with a 
total of 222% acres; University Mines, 
Ltd., 56 acres, Violet Mining, 40 acres, 
and Lawson Mining, 40 acres, making a 
grand total of 35834 acres. The author- 











1916 1915 1914 
RESET Beery 96 93 1.96 
BME Sin had t8drw<abee 62% 2 81 


1908 


1918 1912 1911 1910 1909 
8.20 4.10 5.00 5.02 8.47 7.12 
1.72 2.15 3.69 8.30 4.20 6.25 








Notwithstanding the turn of the past 
two years in La Rose’s field, that com- 
pany must continue to be classed with the 
silver issues of merit. It had an ex- 
cellent record of production down to 
1913, it is in a most substantial treasury 
position, according to reports and, while 
no new finds of ore have been made since 
1914, that amount to anything in par- 
ticular, the currently progressing ex- 
ploration and development work may re- 
sult in the discovery of new ore bodies 
and enable the company to strike again 
a pace of production that will begin to 
measure up to its former stride. La 
Rose, in addition to the possibilities along 
this line, is in position to make sub- 
stantial investments in other properties 
if work on its own grounds should prove 
resultless. 
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ized capitalization of La Rose Consoli- 
dated is $7,500,000 of which there is 
outstanding $7,493,135. Par value is 
$5.00 per share. The company has no 
bonded debt. aie 

By far the most important asset in this 
consolidated group of properties is the 
La Rose Mine. It is one of the most 
valuable mining claims in the Cobalt 
District that has ever been operated. 
The property consists of 37 acres in the 
very heart of the best producing area of 
Cobalt and its record of production, up 
to the time that it found its way into the 
present group in 1908, was 2,675,000 
ounces of silver. ‘The main vein of this 
mine has been developed for over 1100 
feet and showed one of the largest of 
unbroken ore bodies in the entire district. 

It is this La Rose property which, 
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at the conclusion of operations in 1914 
showed the bulk of the consolidated com- 
panies’ ore reserves. These reserves 
on the La Rose amounted to several 
pillars of ore of a high grade with a 
prospective yield of some 200,000 ounces 
of silver. During that year, it will be 
recalled, an extensive exploration and 
development program was undertaken. 
In all some 8,000 feet were explored 
but no new ore bodies of any particular 
value were found. This condition gave 
rise to the necessity of deciding as to the 
future policy of the company; whether 
to take out the remaining ore, and stop 
further operations or, to proceed with 
further exploration. After a long and 
careful consideration, the directors de- 
cided to close down the Princess, Fisher 
and Eplett mines, to do some further 
prospecting at the Lawson and Univer- 
sity mines and to sink a new shaft on the 
La Rose Extension. 


Consistently Enlarged Cash Reserve 


Based upon the prospects within its own 
acreage, of course, does not furnish an 


outlook for the company that is at once 
bright and certain. The future of the 
properties in the consolidation depends 
upon new developments to a large ex- 
tent and that this is so and is recog- 
nized by those who are in charge of op- 
erations is vouchsafed in another direc- 
tion. It is a development which has met 
with considerable adverse criticism, but 
it remains to be seen whether, after all, 
it wasn’t fully justified. It is in refer- 
ence to the building up of a large treas- 
ury reserve, a policy which the directors 
have adopted. Under it, the Consoli- 
dated Co. has been paying out small divi- 
dends while the item of cash reserve has 
been consistently enlarged. The stand 
taken by the directors was that dividends 
should not be increased above the pres- 
ent figure of 4 per cent., until the cash 
treasury reserve plus the value of the 
actual blocked out ore in the mines 
equalled 100 per cent. of the par of the 
outstanding capitalization. 

Just what this cash reserve will ul- 
timately be used for, has not been inti- 
mated. It is possible that it will be used 
for the acquisition of other properties 
and it might be pointed out in this con- 





La Rose Property, Ontario 


nection that many of the Cobalt compan- 
ies, most of the leading ones, have al- 
ready put money into other properties. 
One of the best investments so made 
was that of the Crown Reserve which is 
actually drawing dividends from its ac- 
quisition of a controlling interest in the 
Porcupine Crown gold mine. 


Potential Investments 


La Rose Consolidated itself has gone 
on record as having made a very fair- 
sized investment. It has bought a block 
of 54,000 shares of the Plenaurum 
Mines, a nearby property of the Mc- 
Intyre claim and other good gold pro- 
ducers. So far, financial benefits have 
not been derived by La Rose, but with 
the continued development of the Plen- 
aurum properties it is expected that a 
very substantial return will be netted by 
La Rose. 

La Rose Consolidated’s record of ore 
reserves point to a full justification of 
the financial policy adopted by the di- 
rectors of the company. It will be seen 
in the tabulation herewith, that the re- 
serves at the end of each operating year 
were materially smaller than in the pre- 
ceding year while the contrast between 
the ore reserves at the end of 1910 makes 
a most marked contrast compared with 
those of 1914, the latest year to be re- 
ported so far. In fact, the net value of 
total reserves at the end of 1914, were 
only a little over seven per cent. of the 
value of I9!o. 

The income figures for the latest year, 
when available, will hardly show any 
marked departure from the general 
trend that has been observed. The hope 
of the operating company, of course, lies 
in the direction of new ore finds on as 
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TABLE 1. 
LA ROSE ORE RESERVES 


Tons. 


Net Value. 
$1,803,058 
2,226,849 
2,034,687 
1,648,988 
1,083,651 
622,525 
166,784 


Gross Value. 

$2,626,937 
2,054,590 
2,928 975 
2,465,499 
1,726,931 
1,190,881 
419,210 


Oxzs. Silver. 
4,968,418 
5,444,449 
5,556,248 
4,250,861 
2,796,650 
2,071,098 

859,919 


— 








yet unexplored ground, but failure to 
find any additional ore veins sufficiently 
large and valuable in metal to make 
operation profitable, will place once 
again before the directors of the com- 
pany, the question of ceasing all op- 
eration, just as that question came up 
about two years ago and was met with 
the decision to shut down the Princess, 
Fisher and Eplett claims. 
La Rose’s Prospects 

The prospects of a rehabilitation of 

silver, and the advance in price of the 


bar metal which has accompanied this 
prospect so far, of course, has the effect 
of enhancing in value the metal now 
being produced by the La Rose prop 
erties and this enhancement spells ad- 


ditional money for such silver as La 


Rose will market while the higher levels 
continue and which may be placed into 
the company’s fund for further explora- 
tion or may be added to the growing cash 
treasury reserve for such future use as 
the directors, under sanction of the stock 
holders, may dictate. 


Oil Notes 


Atlantic Refining—Showed total PROF- 
ITS of $5,592,425 in 1915 compared with a 
deficit of $991,402. Profit and Loss sur- 
plus now stands at $25,347,935. 


Continental Oil—Declared regular quar- 
terly DIVIDEND $3 per share, payable 
March 16th. 


Cosden Oil & Gas—INCORPORATED 
in Baltimore with $3,500,000 for purpose of 
pce production supply to Cosden & 

Oo. 


Crescent Pipe Line—Net PROFITS in 
1915 were $187,269, equal to 6.24% on $3,- 
000,000 capital stock against 8.98% previ- 
ous year. 


General Petroleum—REORGANIZA- 
TION plan practically ready and contem- 
plates formation of new company to ac- 
quire all property of old concern; only se- 
curities to be issued by new corporation 
would be 7% cumulative preferred stock in 
exchange for $2,868,000 outstanding short 
term notes and common stock to be issued 
in equal amount at par in exchange for ap- 
proximately $12,443,000 outstanding first 
mortgage bonds. 


Midwest Refining Co.—January net of 


$300,000 was the poorest month of the year 
Estimated 1916 net will be close to $4,000,- 
000 or 22% on the outstanding stock. 


Ohio Oil Co.—Current earnings are re- 
ported to be running at a RECORD RATE 
and continuation of quarterly dividend of 
$6 a share is expected at least during re- 
mainder of this year. 


Pierce Oil—Estimated balance available 
for stock in 1915 will be something OVER 
7%, exclusive of profits on Mexican busi- 
ness. In 1914 a deficit of $101,500 was 
shown after charges. 


Prairie Pipe Line—January run nearly 
4,000,000 barrels despite unfavorable weath- 
er. Estimated annual report to be issued 
in March will show SURPLUS of 40% on 
stock. 

Sapulpa Refining—January EARNINGS 
were $39,752, exclusive of $14,000 realized 
from sale of treasury stock, compared with 
$25,440 in December. 


South Penn Oil—Declared quarterly divi- 
dend of 5% payable March 31st. GAIN 
for year ended December 31, 1915, was 
$5,314,149, against a loss of $2,215,219 pre- 
ceding year. 
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Oil Inquiries 


Associated Oil 


D. M. E., Millboro, Va.—Associated Oil 
is expected to be included in the proposed 
merger of Mexican Petroleum and certain 
California oil properties. It is at present 
controlled by the Southern Pacific. The 
company has very valuable properties and 
is in a strong financial position. The stock 
has had a good advance recently and we 
would hardly consider it in the light of an 
investment at present prices. It can be 
termed a good oil speculation. We think 
you would do well to take your profit on 
this stock, especially as the merger news is 
now out. 


Empire Petroleum 


T. M., New York City —Empire Petroleum 
owns 7,600 acres of oil and gas producing 
land in West Virginia. At the present time 
there are 29 active oil wells and 32 active 
gas wells. The present production of oil is 
about 150 barrels per day. It is expected 
that further development work will bring 
forth much larger output. The gas pro- 
duction is, at present, about 5,000,000 cubic 
feet per day. Additional wells are being 
drilled to increase this. The capital stock 
is $1,500,000. This property appears to 
have good possibilities, but, until it is more 
developed, the stock must be regarded in 
the nature of a speculation. 


Victoria Oil 

E. G., New York City.—Victoria Oil was 
incorporated April 1, 1914, with a capital 
stock of $2,000,000, par value $1. It owns 
20,000 acres of oil leases and has 8 produc- 
ing wells in eastern Ohio. The company 
is preparing to drill 200 wells in addition. 
This property is along the line of the Buck- 
eye Pipe Line and can thus conveniently 
distribute its product. It is difficult to de- 
cide whether its present price is justified 
or not, as it is not yet known how big a 
producer it will turn out to be. The stock 
ae be regarded in the nature of a specu 
ation, 


Standard of N. J. 


G. §&., Cincinnati O—We consider 
Standard Oil of New Jersey a fairly at- 
tractive speculation at present prices. If 
the boom in oil continues, this stock should 
work somewhat higher. The outlook for 
the pipe line companies has improved some- 
what recently. It is expected that they will 
be allowed to increase their charges. 
Illinois Pipe Line is a fairly good specula- 
tion. at this level, but of the two stocks, we 
we inclined to prefer Standard Oil of New 

ersey. 


Sapulpa Refining 

S. %. x. Wercestas, Mass.—Sapulpa Re- 
fining Co. ‘has $400,000 common stock and 
$298,760 preferred, par $5.00. There are 
$200,000 first mortgage bonds, For the six 
months ended October 31, 1915, surplus 
available for dividends was $50,538, equal to 
about 9% on the common after allowing 
for the preferred dividend. The co —* 
current earnings are showing stea in- 
creases and are running at the rate of 30% 
per annum on the common stock. The 
company’s property consists of a modern 
refinery at & pulpa, Oklahoma, with a daily 
capacity of 3,000 barrels of crude oil, which, 
it is expected, will be shortly increased to 
4,000 barrels. The company also owns two 
pipe lines connected with the Glenn Pool, 
and it has large storage capacity for both 
crude oil and refined products. The com- 
pany owns 94 steel tank cars. At present 
prices the stock looks like a fairly attrac- 
tive speculation. 


Mexican Petroleum Bonds 


H. BE. L. Les As ~ Cal.— Mexican 
Petroleum has common and 
$12,000,000 8% Boonen ps stock. There are 
$4,681, 700 bonds. For the year ended De- 
cember 31, 1914, surplus after charges was 
$2,718,020. 1915 earnings will be very much 
larger and the company has closed con- 
tracts for delivery of oil in 1916 at prices 
which will yield profits of over 12% on the 
common stock. The oil wells of the com- 
pany have shown a steady flow of oil for 
several years and there appears to be no 
likelihood of the supply petering out in the 
near future. The convertible bonds, in our 
estimation, are an excellent purchase at 
105 or lower. 


Ohio Oil 


W. D. W., Cleveland, O.—We are of the 
opinion that you can carry as much as 25 
shares of Ohio Oil if you put up $2,400 
margin. Ohio Oil is one of the largest 
producers of crude oil in this country. 
With oil at its present high levels, the com- 
pany is undoubtedly making very large 
profits, although there is no data as to just 
what these are at the present time. Recent- 
ly the company declared an extra dividend 
of $4.75. Its regular dividend is $5 annual- 
ly. As of December 31, 1914, profit and 
loss surplus was $68,849,427. This, how 
ever, was before the company was divorced 
from its pipe lines, which were valued on 
the books at $12,455,086. We consider this 
stock a good oil speculation. In addition 
to its regular 5% dividend in 1915, Ohio 
Oil paid the following extra dividends: 
133% February 1, paid in Illinois Pipe Line 
stock, $1.25 extra March 20, 75c. June 20, 
75c. September 20 and $4.75 December 20. 
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Mining Digest 









American Zinc—Current earnings report- 
ed to be ENORMOUS and running at the 
rate of $50 per share. January operations 
seoenaes working capital to well over $1 

Ranpantp-Seescosing: fis sulphuric acid 
plant by 50 tons per day. Company has 
practically COMPLETED the $6,000,000 
program of additions and improvements 
begun in December, 1914. 


Braden Co January PRODUC- 
TION totalled 4,556,000 Ibs. compared with 
3,826,000 Ibs. in December. 


Butte & Superior—Indicated profits in 
1915 were $33.48 per share. Predicted com- 
pany will EARN $7,500,000 in first six 
months this year which would be at rate of 
$65 per share annually for the stock. 


Cero de Pasco—OUTPUT is averaging 
upward of 6,000,000 Ibs. a month and earn- 
ings are running. 


Canadian ree prectare authorized 
FINAL PAYMENT by way of distribu- 
tion of company’s assets of 1,722, equal 
to a little over 26% on capitalization of 
$2,500,000. 

Copper e—NET INCOME in 1915 
year was $3,564,762, or $9.27 per share com- 
pared with $1.27 per share in 1914. Com- 
pany had net working capital of a 
proximately $3,500,000 at beginning of 1916 
year after paying December dividend of 
$1,200,000. 

Chino Copper—Over 60% of the $6,914,317 
net profit in 1915 was turned into surplus 
account. Company PRODUCED 19,560,- 
245 Ibs. of copper in last three months of 
1915 compared with 18,545,638 Ibs. in third 
quarter. 


Davis-Daly—EARNED net profit of $3,- 
465 for quarter ended December 3lst. 


Granby .Consolidated—RESUMPTION 
of dividend by Crow’s Nest Pass Coal Co., 
of which Granby owns 7,000 shares, means 
new source of income for company. Crow’s 
ae directors put stock on 6% annual 

asis. 


Greene-Cananea—January PRODUC- 
TION was above 4,000,000 Ibs. of copper, 
including the yield of custom ores treated. 


Inspiration Consolidated—PRODUCED 
about 5,500,000 Ibs. of copper in January. 

Island Creek-Pond Creek—Reported 
OUTLOOK appears to be extremely en- 
couraging at present and officials do not 
anticipate any labor troubles on account 
of threatened strike of anthracite miners 
in other coal districts. 

Mohawk Mining.—BELIEVED likely 
company’s second semi-annual dividend 
will be $10 or $12 per share. First semi- 


annual payment this year was $7 share. 


(786) 


Kennecott Copper—January PRODUC- 
TION of 10,000,000 Ibs. of copper compares 
with 10,500,000 Ibs. in December. Stock 
now listed on New York Stack Exchange. 


Lake a a oe ce January’s PRO- 
DUCTION fell below December's record 
of 205,000 Ibs. 


National Lead—INCREASED dividend 
by declaring quarterly disbursement of 1% 
eed in stock on 4% basis. Former rate 
3% annually. 


Nipissing—Estimated value of January 
PRODUCTION $169,802 and estimated net 


value of shipped bullion and custom ores 
$148,730 

Nevada Consolidated—SURPLUS of 
$1,739,468 was shown for quarter ended 
December 31, 1915 and 1915 report, com- 
piled from monthly statements showed net 
earnings of $6,399,645, equal to $2.93 per 
share after deducting depreciation charges, 
compared with 86c per share previous year. 


Stow Mining—Understood about 22,- 
000,000 Ibs. of copper was PRODUCED in 
1915 and estimated company earned better 
than $12 per share compared with $8 paid 
in dividend. 


Ray Consolidated—Net EARNINGS for 
last quarter of 1915 were $1,807,983, equal 
to $1.14 per share or at the rate of $4.56 
per share annually. 


St. Joseph Lead—TOTAL INCOME in 
1915 year was $4,392,360 compared with in- 
crease of $1,964,674 over preceding year. 


Shattuck Arizona—Present PRODUC- 
TION is at rate of about 17,000,000 Ibs. of 
copper per annum. January productions 
figures follow: Copper, 1,565,224 Ibs.; lead, 
267,853 Ibs.; silver, 30,369 oz. and gold 534 
oz. 


Tennessee Copper—Reported company is 
BEGINNING OPERATION of another 
sulphuric acid unit which is expected will 
double present output. Also reported $2,- 
000,000 has been expended in this plant's 
construction. 


United Verde—Company claims CASH 
and cash resources at present of about 
$500,000 


Utah Consolidated—Estimated EARN- 
INGS on present metal prices at the rate 
of $6 to $7 a share annually on the stock. 


Utah Copper—PRODUCED 44,224,715 
Ibs. of copper in last three months of 1915, 
compared with 44,766,841 Ibs. in third quar- 
ter. Utah is sold four months ahead, has 
$5,000,000 cash on hand, and $11,000,000 
coming in from copper sales—a total of 
$16,000,000, or $10 a share in cash and cop- 
per actually sold. 





Mining Inquiries 


Alaska Juneau 


H. H., N. Y. City.—Alaska Juneau is 
proceeding with its development work ac- 
cording to schedule and in another year it 
should be in full operation. This property 
has very extensive ore reserves and, if the 
company can show an earning power of 
$1 per share per annum as the directors 
claim, the stock would appear to be rather 
cheap at present levels. We suggest that 
you hold Alaska Juneau as we believe it 
will work materially higher. The fact that 
the stock has declined somewhat has no 
particular significance. It is not yet a divi- 
dend payer and many people who bought 
the issue purely for speculative purposes 
and not investment purposes have become 
tired of holding it. This liquidation of 
tired out holders probably explains the 
decline. The history of many mining issues 
is the same. When they are first intro- 
duced to the. public they enjoy an active 
and strong market, as the sack is bought 
for speculative purposes. After this first 
speculative period is passed, the stock 
declines to a level where it is attractive to 
investors who are willing to wait until the 
mine is a dividend payer. 


Magma Copper 

S. P. H., Ogdensburg, N. Y.—Magma 
Copper can hardly be considered in the 
light of an investment, as its blocked out 
ore reserves are only sufficient for about 
two years’ supply. In this connection, it 
must be remembered that a vein mine of 
the character of Magma rarely blocks out 
more than two years’ supply. Prospects of 
the company developing further ore are 
excellent as very rich ore has been found in 
the lower levels. We consider the stock an 
attractive mining speculation. It is at pres- 
ent earning at the rate of $6 per share per 
annum, so that the company could pay a 
larger dividend if it so desired. 


Kennecott Copper 
F. V. H., N. Y. City—Kennecott Copper 
is estimated to be earning at the rate of 
about $8 per share per annum. It has just 
gone on a $4 per share per annum basis. 


Ontario Silver 

W. L. T., Brooklyn, N. Y.—Ontario 
Silver Mining, in our estimation, is a good 
speculation at present levels. It has a 
liquidating value not very far from its pres- 
ent market price. Silver metal is in a 
strong position and may advance further 
in price. Ontario Silver has, perhaps, 
worked out the better part of its ore but 
there is still a large quantity of low-grade 
ore reported which can be mined at a 
ems with silver metal selling at its present 
evel. 


Howe Sound 
W. G. W., Greenfield, Mass—Howe Sound 
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properties consist of approximately 27 square 
miles and are located at Britannia Beach, 
Howe Sound, near Vancouver, British Colum- 
bia. The company’s engineers reported Janu- 
ary 1, 1915, 2,945,680 tons of ore averaging 
from 2% to 3% copper. It is estimated that 
a further 3,000,000 tons are proved up by 
existing development work. There is still a 
large property undeveloped. There are 1,984,- 
150 shares outstanding, par value $1.00, and 
$1,000,000 6% bonds convertible into stock at 
par. The management of the company appears 
to be one to instil confidence. The stock looks 
like a fairly good speculation. 


Tennessee Copper 


A. C. C,-N. Y. City—Tennessee Copper, 
with copper metal at its present price, is earn- 
ing from its copper production alone, at the 
rate of about $6 a share per annum. It is 
expected that the contracts the company 
has for sale of its sulphuric acid will yield 

rofits over the next year of approximately 
$12 a share. The company is in strong finan- 
cial condition and able to pay out these profits 
in dividends if it so desires. 


Butte & Superior 


W. N., Martin, Tenn —Butte & Superior 
rofits are running at the rate of from to 
$40 a share per annum. These earnings are. 
of course, based on the present high price of 
spelter. If the war lasts through 1916 the 
company should make a better showing than 
in 1915 as production has increased and the 
cost per pound reduced. The war, of course, 
is the reason for the high price of spelter. It 
is very likely that the company will increase 
its regular dividend in the near future and 
> oa will probably declare extra divi- 
ends. 


International Nickel 


E. E. T., Chicago, Ill_—International Nickel 
can be bought on the partial payment plan. 
For stock selling over $200 special terms must 
be made. International Nickel is paying 20% 
a year and, at present prices, yields close to 
10% on the money invested. Earnings are re- 
ported to be at the rate of close to 30%. This 
stock can be regarded as an excellent semi- 
speculative investment. 


Goldfield Consolidated 


A. B. M., N. Y. City.—Goldfield Consoli- 
dated has considerable property which has 
not yet been mined and which appears to 
have prospects of showing good ore. The 
nature of the ore is such, however, that it 
is impossible to gauge its value until it is 
actually mined. The future course of the 
stock will entirely depend on how develop- 
ment work turns out. We would suggest 
that you hold this stock as its price is 
pretty low now and there are prospects 
that more good ore will be uncovered. 





TOPICS FOR TRADERS 





Getting Beneath ‘* News”’ 


and ‘* Appearances”’ 


Causes Behind Price Movements 


to the 


Actual Underlying Reasons for Higher or Lower 


- By THOMAS L. SEXSMITH — 


F ALL subjects, or sciences, if you 
wish, that of security price move- 
ment is the most difficult to de- 

fine within the bounds of set principles. 
It refuses to submit to plans and specif- 
ications. Being itself the product or re- 
sult of constantly changing conditions, 
it reserves the right to alter its own rules 
as it goes along. 

If you want a practical example of 
this, visit any long established broker’s 
board room on a busy day. It will be 
strange indeed if you cannot find some 
old timer there who will tell you what a 
vast change has come over the character 
of manipulative tactics within the past 
decade. “They” (meaning _ stock 
prices, of course) “don’t act as they 
used to,” is the complaint. And we 
know, after a lot of study and experi- 
ence, that this, within certain limits, is 
correct, for if “they” always did the 
same thing under seemingly like or ap- 
proximate conditions, the element of 
speculation would be lacking, without 
which someone said, “ there wouldn’t be 
no hoss race.” 


Similarity in Stock Movements 


Yet, granting the full force of the 
above contention, the self-evident truth 
of which will be admitted by all save 
the very new trader, I wish to note an 
exception for the defence. If stock 
speculation claims no well defined prin- 
ciples of its own, or to state the case ex- 
plicity, if no one has yet contributed a 
concise and complete elucidation of its 
controlling principles, it by no means 
follows that it is without the pale of all 
natural law, a thing irrational and ir- 


responsible. 

Anyone who has given ordinary 
thoughtful consideration to the subject 
of security price movement must have 
been impressed deeply by the discovery 
of its constantly recurring tendency to 
do the same things over and over again, 
time after time, with the added trick or 
habit of slight change in manner of ex 
ecution, which, to the average observer, 
and particularly the interested observer, 
contains all the necessary elements of a 
perfect disguise. 


Deception of “ Appearances ” 


It is the tendency of traders to be in- 
fluenced in their decisions by appear- 
ances that brings most of the Josses 
sustained in this form of speculative busi- 
ness. A certain wise man was asked to 
name the two greatest liars in the world 
and without hesitation he answered: 
“My own two eyes.” And if he had 
been asked to name the greatest fool | 
am certain he would have answered, 
“ The man who thinks certain things are 
true.” While it is no crime to think, as 
a learned judge once admitted, it is 
worse than a crime—a blunder—to risk 
much money on “ Thinks” alone. 

No one need be told that appearances 
are often deceiving and things are not 
always what they seem. Not so many 
years ago physicians looked at the pa- 
tient’s tongue, and if from that examina- 
tion it was thought that the affliction was 
gall stones, then it was the knife for 
him. If on operating no stones were 
found he was at once sewed up and tag- 
ged, (I don’t guarantee the tag) “ Open- 
ed by mistake!” Nowadays they take 
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an X-ray first which is an improvement 
on what the doctor “ thought.” 
Necessity for Analysis 

So, if the trader will substitute the 
bright, penetrating light of incisive an- 
alysis for the superficial examination of 
conditions as they appear to exist, he, 
like the present day efficient surgeon, 
will have fewer cases to label, “ Opened 
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by mistake.” And the greater the prog- 
ress he makes in his studies the nearer 
he will arrive at the conclusion that no- 
where may be found a more desirable 
agency for the observation of the con- 
stantly working laws of cause and effect 
than in the hourly, daily, weekly, month- 
ly and cyclic movments of the stock mar- 
ket. And again, if there is a more basic 
law governing movement of any degree 
than that of cause and effect, savants 
and students alike everywhere would 
be glad to know it. 


“Preparation” and “ Performance ” 


One very good friend of mine, a man 
of exceptionally brilliant faculties and 
accomplishments, who has devoted the 
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best years of a successful life to the in 
tensive study of price-movement, empha- 
sizes the importance of what he desig- 
nates as periods of “ preparation” and 
“ performance.” Very properly he states 
that without preparation there can be no 
performance, and that is evident to all 
In the commonest phases of life we see 
it constantly amplified. The planting be- 
fore the harvest; study before attain 
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ment; exercise before strength. The 
market is always in one or the other of 
these two states. The effort expended 
in producing either state is constantly 
varying in quantity, quality and intensity, 
thus producing a constant variety of 
movement and making speculation pos 


sible. 
Preparation and Performance 


Equivalent to Cause and Effect 


’ 


“ Preparation” and “ Performance ”’ 
are but other words for “ Cause” and 
“ Effect.” For our purpose they answer 
better, being more graphically descrip 
tive of the work we have in mind. It is 
not necessary to go far back into the 
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market’s history to locate an excellent 
example of each, while one, and the more 
recent, serves thé double purpose of 
showing a gradual merging from the 
first into the second state. 

To make this quite clear, I will ex- 
plain that there is a point in the devel- 
opment of the state of “ performance ” 
at which it enters that of “ preparation.” 
There is a union of the two, at the begin- 
ning of which the first state clearly 
dominates, but soon begins to recede in 
importance, until in time the second state 
dominates, and in the end eliminates the 
first. The accompanying graphic will 
enable the reader to locate clearly in 
his mind the approximate periods of 
preparation and performance considered, 
as well as to understand something of the 
close relationship existing between the 
two. 


The Graphic 


The graphic referred to is made up 
from a daily compilation of the high 
and low prices of fifty representative 
stocks, twenty-five rails and a like num- 


ber of industrials. These high and low 
figures are daily reduced to an average 
basis and recorded. For the purpose of 
more graphic illustration, and to save 
space, the high and low figure of each 
week has been selected and plotted so 
that each perpendicular line represents 
the maximum average price range for 
the week indicated. 

The period covered extends from the 
first week of January, 1915, to and in- 
cluding the last week of January, 1916. 
The last state or period of manipulation 
to be entered on the graphic is of par- 
ticular interest at the time of writing 
this article (February 1, 1916) since it 
is considered in the light of “ prepara- 
tion” for price movement to be later ex- 
ecuted. It may be said, at this time, that 
the movement is already under way and 
should continue, with normal interrup- 
tions, until completed. 


The First Period 


The first period to be indicated on the 
graphic is that designated “ prepara- 
tion,” beginning the first week of Jan- 
uary, 1915, and ending the third week 


of the following March. The three weeks 
from the partial reopening of the Ex- 
change on Dec. 12 to Dec. 31, while not 
shown on the graphic, should also be 
considered as part of this preparatory 
period. Time used in preparation was 
fifteen weeks, twelve of which are shown. 
Six months previous to the beginning 
of this period, for the duration of about 
one week, a scared and excited public 
(and some others) threw millions of 
dollars worth of perfectly good stocks 
into a fast declining market, and as none 
but the strongest and wisest would buy 
anything at the time, it is evident that 
these stocks eventually got into the 
“ right ” hands. 

Genuine, outright investors also 
bought in generous volume, but many 
of this class likewise sold their holdings, 


. balancing, in a measure, that account. 


The long period of closed market which 
followed was used, within the limits pos- 
sible, for the purpose of taking up all 
offerings that came to the notice of per- 
sons interested. Investors were also ac- 
tive during the later stages of this un- 
official market, and their anxiety to buy 
good securities cheaply, hastened the re- 
opening of the great exchange. 


What Goes Before 


In order, then, to obtain a broad view 
of conditions at the beginning of the first 
preparatory period shown on our graphic, 
we must keep in mind what had gone 
before. It is important to know who 
has stocks to sell, and how much they 
are likely to have to sell, when we are 
studying what appears to be a period of 
preparation for coming move. In this 
particular case we have a fairly good 
idea of the identity of the owners of 
the best part of the floating supply of 
stocks. We may at least feel satisfied 
that at the time under consideration a 
weakly margined public speculative ac- 
count no longer existed anywhere out- 
side of the memory of idle brokerage 
clerks. To be absolutely certain of the 
knowledge of one important fact or con- 
dition is infinitely better than to think 
one knows a dozen. Note the contrast 
in the width of range of the first period 
of preparation and the last one shown. 
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Such contrast, to one educated to sense 
its significance, speaks volumes in it- 
self. 

Right and Wrong Course 


In the stock market one may always 
do two things: the right thing or the 
wrong. While any one operator as an 
individual may do the wrong thing, it 
is impossible to conceive the combined 
intelligence of the great national and in- 
ternational banking worlds doing the 
wrong thing in the market. It would 
be no more absurd to suppose that the 
gigantic ammunition facilities of the 
Krupp gun works might be voluntarily 
turned over to the Allies. An army is 
unlikely to destroy itself with its own 
powder, nor are the heads of the great 
New York banks likely to use their own 
Wall Street powder, which is money, to 
blow themselves sky high. 


Contrast Between the Two Periods 


The contrast between the two periods 
mentioned is greater than is apparent at 
first glance. The most striking dif- 
ference is in the width of range. Wide 
price range is caused, as you know, by 
large activity in the market. Excited 
trading ever accompanies wide price 
range, in fact, is the cause of it; quiet 
trading produces narrow range. In the 
first period, nine of the twelve weeks 
shown had narrow range, exceedingly 
narrow, as may be seen. Of the eighteen 
weeks in the other period only one is 
narrow. The whole of the last is a pic- 
ture of extraordinary activity. The lo- 
cation of these two widely differing pe- 
riods of manipulation in reference to 
one and the other is also of much im- 


portance, as I shall endeavor to show. 

Since the fall of 1912 the loss in the 
averages had amounted to twenty-seven 
points which, in some of the stocks de- 
clined, extended to over a hundred 
points. The drying up of stock offer- 
ings, reflected in the unusually narrow 
price range, indicated the end of the de- 
cline and final preparation for bullish 
campaign of importance. The big op- 
erators, working in harmony and co-op- 
erating with the great banks and insur- 
ance institutions, made no mistake dur- 
ing this period. 


Something Out of Joint 


A close study of the graphic will dis- 
close much and well repay any trader. 
Space at my disposal is exhausted, or 
nearly so, yet I must call the reader’s 
attention to the fact that the top of the 
range of the last period marked “ prepar- 
ation ” on the graphic shows a maximum 
rise in the average figures of thirty-five 
points, or eight full points higher than 
the highest point of 1912. 

During eight months more was gained, 
than was lost in three years. Usual price 
movement cycles completely reverse this 
relationship. Something is out of joint. 
What has happened is abnormal, and the 
natural trend of events is toward the 
normal. I am quite prepared to see a 
return to normal during the present year. 
That process should be include a large 
ultimate reduction in the average fig- 
ures ; then, after a proper period of prep- 
aration, a return to the newly entered 
major trend, which is upward, but when 
resumed to be developed in a more 
nearly normal manner. 
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This chart will show high and low of the combined averages of fifty railroad and 
industrial stocks, month by month during 1916. The smaller chart shows the 
range of the market by months for five years past, as indicated by the combined 
average prices. 
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Technical and ‘Miscellaneous Inquiries 





Some Financial Fundamentals 


Q.—What does it mean in loaning rates 
when it appears in the papers like this: 
Bethlehem Steel ? Does it mean it is 
not quoted or that it is loaning flat? If 
a stock is quoted as loaning at 2, does that 
mean that if the stock is borrowed, the 
owner pays 2% a year to the borrower? If 
call money is quoted at 3 does that mean 
at the rate of 3% a year? If not what does 
it mean? Why is it called “call” money? 
What is “commercial paper?” If com- 
mercial paper rates are 3%, does that mean 
3% a year? Who are the lenders of call 
money? Who are the borrowers and why 
do they borrow it? What are they sup- 


posed to give as security?—C. J. D., Elmira, 
N. Y 


Ans.—When no loaning rate is stated for 
a stock, it means the stock is not quoted. 
If it is loaning flat the word flat is inserted. 
When the loaning rate is 2%, it means the 
borrower pays at the rate of 2% per annum 
for his money. When call money is quoted 
at 3% it means at the rate of 3% yearly. 
Call money is so termed because it is sub- 
ject to call at any time unlike time money, 
which runs for a stated period. Com- 
mercial paper or mercantile notes, are bills 
for merchandise purchased which the buyer 
discounts at his bank. If commercial paper 
rates are 3%, it means at a yearly rate. 
Banks and large brokerage houses are 
lenders of call money. Borrowers of call 
money are big brokerage houses, stock 
market operators, etc. They borrow it to 
purchase stocks and bonds. Stocks and 
bonds are given as security for call money. 


Being Short of Commodities-—-Income Tax 
on Market Profits 

Q.—If a trader is short some commodity, 
wheat, cotton, coffee, etc., is it dangerous 
for him to stay short till say the 28th or 
20th of the month of which he is short, 
providing the market keeps declining? Can 
he be compelled to deliver the commodity 
any time during the month, or can he wait 
until the last day if he wishes? Is it 
customary for brokers to report to their 
customers for income tax purposes? Do 
they deduct such taxes from the customers’ 
accounts? If the clients’ profits are $4,500 
how are they to know whether the whole 
$4,500 is taxable or only the excess? If 
an active trader makes in one year profits 
of $85,000, and losses of $70,000 is he sub- 
ject to a tax on the entire profits of $85,- 
000, or only on the $15,000 which is his net 
gain?—C. E. J., Cleveland, Ohio. 

Ans.—In the case of cotton, you cannot 
remain short longér than the 25th of the 
month, as the Cotton Futures Bill provides 
that delivery must be made by that date 
In other commodities the date of delivery 
is at the option of the seller and he, there- 


fore, need not make delivery until the last 
day of the month. Therefore, it is safe to 
remain short until the last day of the 
month. Brokers do not report profits made 
by their customers for Income Tax pur- 
poses, nor can they deduct such taxes from 
their clients’ accounts. No definite ruling 
has ever been made on the other point 
mentioned, that is, in the case of a trader 
whose only business is the buying and sell- 
ing of securities or commodities. In our 
opinion, deductions for losses should be 
claimed in such case. The Treasury De- 
partment will undoubtedly have to make a 
definite ruling on this matter. 


Delinquent Broker 


Q.—I had an order with my broker to 
sell 20 shares of Guantanamo Sugar at 66 
for several days. Although several points 
higher are bid for the stock (selling from 
67 to 68%) he has not sold my stock, say- 
ing that as there is no-odd lot dealer on 
the Curb, I will have to wait until some- 
one asks for 120 or 220 shares my stock 
supplying the odd over the 100 shares. If 
that is the case I could offer my stock at a 
dollar a share and still not be able to sell 
it. What can I do about it?—R. M., Chi- 
cago, IIl. 

Ans.—We suggest that you transfer your 
account to some other house and see if 
they will not give you better treatment 
You should be able to get out of your odd 
lot at a small concession from the 100 
share price. 


Signing Certificates 


Q.—I keep my stock certificates in my 
safe deposit box, but unsigned. In the case 
of death is not a certificate signed in blank 
easier to handle than one unsigned? Would 
you advise me to sign my certificates?—B 
G. H., Zanesville, Ohio. 

Ans.—The only advantage in signing 
your certificates is that in case of death a 
signed certificate is somewhat easier to 
handle. If a certificate is unsigned, certain 
legal formalities must be gone through 
which are avoided in the case of a signed 
certificate. If you keep your certificates 
in a safe deposit box, you are not taking 
any chances of possible loss if you sign 
them, and we think it well to do so in that 
case 


New York State Stock Tax 


Q.—What is the New York State tax on 
stocks?—H. S. M., Hyde Park, Mass. 

Ans.—New York State tax on stocks is 
$2 per hundred shares of $100 par. The 
seller pays the tax. There is also a Federal 
tax of $2 per hundred shares of $100 par, 
seller paying the tax. 
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Rights of National Bank Stockholder 


_Q.—I would like to know how far my 
rights go as a stockholder in a National 
Bank. If the bank’s affairs are not bein 
conducted as I think they should be, have f 
right to demand to be informed by the 
directors or officers as to the condition of 
affairs and the reasons for the conditions 
that I do not approve of—W. D. L., 
Athens, Pa. 

Ans.—A stockholder in a National Bank 
has the same rights as a stockholder in 
7 other corporation and if he believes the 
affairs of the institution in which he owns 
stock are not being conducted as they 
should be, he can request the directors and 
officers of the bank to inform him regard- 
ing the conduct of the business. However, 


there is no law compelling the directors to 
give voluntary information. A stockholder 
can bring a suit for that purpose if he so 
desires. 


Narrow Margin 


Q.—I hold 120 shares of stock on a 15 
point margin. Is that sufficient?—J. K. B., 
Chicago, III. 

Ans.—Your account is rather lightly 
margined. If there were to be a good 
break in the market, which is by no means 
impossible at the present time, unless you 
were in a position to protect your account 
further, you would be in danger of being 
sold out. We suggest that you put a stop 
loss order on at least some of your stocks. 























Crocker-Wheeler 

Why Crocker-Wheeler common stock is 
an exceptional investment at the present mar- 
ket, analyzed and discussed in special letter 
MW. just issued for distribution to in- 
vestors by Messrs. Seesselberg & Bannigan, 
35 Wall Street, New York. 


Dividend-Paying Metal Shares 
Hanauer Graves Co., of 60 Broadway, 
New York City, and Spokane, Wash., spe- 
cialists in high grade Northwestern divi- 
dend-paying metal shares, have prepared 
for distribution to investors special reports 
on four desirable issues, yielding large re- 
turns. 
Circular on Municipal Bonds 
Sidney Spitzer & Co., dealers in Municipal 
bonds, 115 Broadway, New York, have issued 
for distribution a circular for investors de- 
scribing 43 Different Municipal Bond offer- 
ings. 


St. Paul . 
The latest circular of A. A. Housman & 
Company treats of the Chicago, Milwaukee 
& St. Paul Ry. The results shown by the 
Western Extension are dwelt upon as are 
also the indicated earnings for the fiscal 
year. 


General Gas & Electric Company show- 
ing good gains in earnings. For Jan. 
combined net earnings of subsidiaries were 
$94,572, for the seven months ended Janu- 
ary 3lst, surplus applicable to Dy ype of 
dividends was $135,819, or $58,236 in excess 
of the amount required for dividends on 
the preferred stock. Average gain in gross 
a of subsidiaries now running at a 
rate of 20% over a year ago. 


Wall Street J ottings 


Ebert, Michaelis & Co. 

Alfred H. Ebert, of Alfred H. Ebert & 
Co., and Horace P. Michaelis, formerly of 
Wheatley, Matchett & Co., have formed a 

tnership under the firm name of Ebert, 

ichaelis & Co., for the transaction of busi- 
ness in investment securities at 60 Broad- 
way, New York. This firm will succeed to 
the business of Alfred H. Ebert & Co., at 
same address. 


The California Shipbuilding Company 

J. Frank Howell and associate Bank- 
ers are offering for public subscription fifty 
thousand shares of eight per cent. Cumu- 
lative and Participating Preferred Stock of 
the California Shipbuilding Company (ten 
— par) at the rate of eleven dollars per 
share. 


S. S. Kresge Company 

The S. S. Kresge Company, operating a 
chain of 139 retail five and ten cent stores, 
has sold to Merrill, Lynch & Co. 200,000 
shares (par value $10.00) 7% Cumulative 
Preferred Stock which is offered to the 
public at $10.75 per share. 

The Common Stock capitalization of the 
company is $10,000,000, of the same par 
value. 

In his letter to the bankers, President 
Kresge states that since the first Kresge 
store was opened in Detroit in 1897, w'th 
a capital of about $6,700, the business grew 
to the extent that in 1911 there were 64 
stores in operation transacting an annual 
business of $7,923,064 with net profits of 
$470,866; in 1913, 101 stores were in opera- 
tion, with gross sales in excess of $13,- 
000,000 and net profits of $869,686. At the 
close of last year 139 stores were in opera- 
tion with gross sales in excess of $20,000,- 
000 and net profits of $1,293,219. 











COTTON AND GRAIN 
Cotton Lags 








OTTON does not develop any 
strength. American mills know that 
there is more cotton than they can 

use before the movement of the next crop 
and as long as the foreign demand is as 
slack as it has been for the last few 
months, they are not inclined to trouble 
themselves about supplies. American 
mills seldom come in as buyers as long 
as prices show a tendency to decline. 
Naturally there is little export demand 
at this time. 

There is little doubt but that both 
Great Britain and Germany are carrying 
a considerable amount of cotton in this 
country. Germany has no hopes of being 
able to move the cotton it owns until 
after the war, and simply bought-to in- 
sure a supply for its mills during an an- 
ticipated period of inflated prices ex- 
pected to follow peace, whenever it 
comes. Having once insured itself pro- 
tection against an excited “ peace mar- 
ket,” the interest of Germany in Ameri- 
can cotton cannot be expected to be very 
great, as long as the war continues. Eng- 
land can get its cotton as it wants it. 
With the shipping practically in the 
hands of the British Government, a nor- 
mal movement is not to be expected, be- 
cause it is not necessary. If there is 
any chance of a shortage in Lancashire, 
at any time, the government can furnish 
ships to get the cotton to Liverpool very 
quickly. 

Viewed from any angle, the abnormal 
situation is not favorable to an advancing 
cotton market. It is a situation that is not 
the result of speculation or the absence 
of speculation. The market is not one that 
can intelligently be compared with that 
existing at this particular season in any 
previous year. The future cannot be an- 
ticipated by a knowledge of facts that 
under normal conditions might be ex- 
pected to control prices. 

There is undoubtedly a great deal of 
unsold cotton in the South that has not 


By C. T. REVERE 


worried its holders much because of the 
fact that money has been cheap and 
plentiful. Those who have speculated 
in spot cotton and who declined to sell 
when prices were most attractive, are 
now beginning to get somewhat nervous. 
The slackening of the spot demand and 
the near approach of the planting season 
have convinced some of them that they 
have held too long. There has not yet 
been any great rush to toss cotton over- 
board. It is very probable that no such 
stampede will occur, but there is a grow- 
ing feeling that the spot market now 
rests on a rather unsound foundation and 
the public, which was enthusiastically 
friendly to the staple early in the season, 
is now holding back and showing no dis- 
position to purchase cotton contracts. 

To be able to read the future in this 
market one would have to be able to suc- 
cessfully forecast the events of the war. 
A long drawn out conflict with Great 
Britain and Germany trying to exhaust 
each other would undoubtedly mean a 
period of low prices for American cot- 
ton, if a normal amount is grown. To- 
day England is practically the only for- 
eign consumer of American cotton, if 
we except Japan. Already Lancashire 
is suffering from a shortage of labor and 
this will be accentuated every month as 
long as the war lasts. If peace should 
come at a time of small supplies, prices 
would, of course, go very high. 

Soon interest will center in next crop 
prospects and the great danger seems to 
be that the cotton grower will be tempted 
to speculate on the possibility of peace 
before next Christmas and to plant a 
large acreage. Some of the Southern 
Congressmen are loudly protesting that 
there will be no acreage increase, but 


the public is inclined to doubt and many 
well-posted men in the belt admit that 
there will be an increase in their par- 
ticular neighborhoods. 

The carry-over at the end of this sea- 
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son promises to be about the same as 
at the end of last season and the winter 
has been favorable enough in the belt 
to “put a good season in the ground.” 
An increase in acreage might result in 
a crop that would be very hard indeed to 
take care of, providing that the war 
should not have reached a conclusion, 
At the present price of cotton goods 
and the present price of raw cotton, there 
is a very handsome margin of profit for 
American mills, and the business of do- 
mestic cotton mills is steadily increasing. 
At a low level the mills of this country 
could well afford to stock up with cot- 
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ton, but that level is far below present 


prices. The domestic mills will un- 
doubtedly continue to buy only as they 
need during this spring and summer, so 
that little relief can be expected from 
that source. 

It must be remembered, however, that 
the American public is very friendly to 
cotton and that even before the mills 
would think of buying for investment, 
there would be investment buying by the 
public which has not forgotten the 
wonderful rally that occurred after the 
break that resulted from the demoraliza- 
tion following the beginning of the war. 





; Conflicting F orces in Wheat 





wt has become a two-sided 


affair owing to the operation of 

conflicting forces which at pres- 
ent are rather evenly balanced. These 
forces are the supply and demand situa- 
tion on the one hand, and the new crop 
outlook on the other. Supply and de- 
mand has assumed a bearish aspect of 
late, while the new crop prospect has bul- 
lish phases which are attracting more 
and more attention as the time ap- 
proaches when winter damage can be 
definitely appraised. The question of 
supply is prominently before the trade 
because expectations of exporters of 
American wheat have been disappointed. 
It is not stating a newly discovered fact 
to say that world’s supplies of wheat are 
ample for all needs. That point has 
been conceded for some time and noth- 
ing has happened to contradict it. But 
in the light of decreasing American ex- 
ports, the supply assumes a more formid- 
ably bearish hue and increasing em- 
phasis is laid upon it. The tendency of 
late has been to increase earlter estimates 
of surpluses of the Southern hemisphere, 
particularly in the case of Australia. We 
now are told that Australia has an ex- 
portable surplus of 120,000,000 bushels 
which if correct, makes it far the largest 
of record. More lately India has loomed 
into prominence because it is stated that 
there are available 20,000,000 bushels of 


By P. S. KRECKER 





old crop wheat for export in addition to 
the new crop. 

Some authorities figure on a world’s 
surplus of double the probable require- 
ments of the world’s importing coun- 
tries and estimate that the carry-over will 
be so large as to offset a possible short- 
age in the new crop. Visible supply sta- 
tistics comfort the bears. Bradstreet’s 
figures at present writing indicate a vis- 
ible in all America of 161,550,000 bush- 
els, compared with 92,029,000 bushels 
last year, or a gain of 69,522,000 bushels, 
equivalent to 75 per cent. 

Exports of wheat from the United 
States have been disappointing. Of this 
there can be no question, as they have 
fallen off some 25,000,000 bushels com- 
pared with the previous season. Instead 
of picking up in more recent weeks they 
have shown a tendency to diminish still 
further. U. S. government statistics for 
January, just issued, make the decline 
for that month equivalent to nearly 50 
per cent. What has been going on is 
that the importers of wheat have recently 
shown a marked preference for Mani- 
toba grain in spite of its much higher 
price. Exports from this continent have 
been heavy, but they have gone out of the 
Dominion of Canada rather than out of 
the United States. This situation has 
its bullish points as well, however. 

For instance, there still is no denying 














CONFLICTING FORCES IN WHEAT 





the fact that Europe is buying her wheat 
supplies in North America and that the 
North American wheat continues to be 
the cheapest in the world’s markets, in 
spite of all the emphasis laid upon the 
steps taken by the British government 
to relieve the ocean freight situation and 
open the way for freer exports of Aus- 
tralian and Argentine wheat. The ex- 
port movement from those countries has 
not improved materially, although some- 
what larger in the recent past than here 
tofore. What is more to the point, Ar 
gentine wheat at this writing continues 
to rule higher even than the high-priced 
Manitoba wheat in the Liverpool mar- 
kets and is therefore far from under- 
selling American wheat. The British 
government has recently intimated that 
it has no intention of fixing maximum 
rates for ocean shipping. This policy is 
dictated by the fear that such regula- 
tion would drive away neutral vessels. 
In the present scarcity of ocean tonnage, 
Great Britain could not afford to sacri- 
fice any channel of trade between her- 
self and the outside world for her foreign 
trade is her very economic life. Con- 
tinuance of the present policy of non- 
regulation of freight rates simply means 
that distance will continue to operate as 
a factor in favor of North American 
wheat markets. It suggests further that 
after Canadian supplies begin to reflect 
the drain of exports the United States 
will play a larger part in the export trade 
than it has in the recent past. Its wheat 
still is by far the cheapest in the world 
but suffers from the handicap of inferior 
quality. It cannot be milled without 
being mixed with grain of better grade. 
Nevertheless it may prove premature to 
conclude that this wheat is not going 
to find an outlet, as some of the confident 
bears have claimed. 

While supply and demand have their 
bearish aspects, the new crop outlook is 
distinctly bullish and that condition is 
reflected in a narrowing of the difference 
between the May and the July options. 
The area of winter damage may be 
roughly described as covering the south- 
western and eastern districts of the belt 
with sporadic cases in the central belt. 
Crop killers are a nuisance and should 
not be heeded too closely but in the pres- 


ent instance there appears to be genuine 
cause for apprehension. The “ Price 
Current ” says that complaints of winter 
wheat damage are insistent and mentions 
Texas and Oklahoma particularly, and 
also Central Illinois and Missouri. It 
may be said in commenting on this view, 
that it is substantiated by crop reports 
made by agents of railroads traversing 
the districts named. This is more espe- 
cially true of Texas. Estimates of win- 
ter wheat killing in that State, made by 
railroad observers, run as high as 50 per 
cent. Other private authorities speak- 
ing of the belt as a whole, say that claims 
of Winter killing and ice smothering are 
so uniformly made as to make unavoid 
able the conclusion that more than the 
normal amount of damage has been done 
this year. 

It is likely that this phase of the crop 
outlook will figure more largely in the 
markets soon than it has so far. Taken 
in connection with the known reduction 
in the area of wheat planted, it cannot 
be ignored. It is well to remember that 
the war is approaching the end of its 
second year. It has been the most ex- 
hausting war, physically and economic- 
ally, in the history of the world. It is 
impossible that the belligerent countries 
will not need more wheat next season 
than they do the present one, just as 
they require more this year than they 
did last. Nor is there any escaping the 
conclusion that their own production of 
wheat will be smaller the coming sea- 
son than it was this year. North Amer- 
ica will violate all precedent and refute 
all theories of crop rotation, if it pro- 
duces next season such huge crops as it 
is marketing this year. Emphasis is 
laid upon a probable large carry-over of 
wheat into next season. If there is as 
large a carry-over as is predicted it will 
be needed to fill out the probable short- 
ages of the surplus countries. 

A coming government report of in 
terest in this connection will be that on 
farm reserves of wheat. It is scheduled 
for March 8. Private estimates recently 
issued make farm reserves 175,000,000 
bushels against 152,000,000 last year, 
with 40,000,000 bushels of stocks in sec- 
ond hands not appearing in the visible 
or in country elevator stocks. 
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THE AUTHENTIC HISTORY OF 
THE UNITED STATES STEEL 
CORPORATION 


By Arundel Cotter. (Price, $2.10 post- 
paid.) For sale by The Magazine of 
Wall Street. 


“THE square deal—that is the secret of 

the corporation spirit. The desire for 
justice, for recognition of full and fair ser- 
vice, is deep grounded in every man, and 
the Steel Corporation management, by giving 
each worker the assurance that he will get 
just what is his due, has secured for itself 
the entire co-operation of its workers and 
a resultant organization that probably 
could not be equalled elsewhere in the in- 
dustrial world.” 

Thus writes Arundel Cotter in “Fhe Au- 
thentic History of the United States Steel 
Corporation.” This may not be the most 
important paragraph in Mr. Cotter’s vol- 
ume but it is one of the most interesting. 
It explains not only the Steel Corporation's 
phenomenal success from a _ corporate 
standpoint but makes clear why the corpo- 
ration has been free from labor disputes 
during a period when the industrial world 
has shown many unrestful moments. On 
that basis of mutual understanding the Steel 
Corporation has laid its foundation and it 
has built well. The writer continues: 

“ No position in the corporation, however 
high or responsible, is beyond the reach of 
any employee who proves himself big 
enough for it. Farrell, now president, 
started as a laborer in a wire mill. The late 
Thomas Lynch, long head of the H. C. 
Frick Coke Co., handled a pick in the coal 
mines of that company. Schwab and Corey, 
the two former presidents of the corpora- 
tion, both started at the bottom as did 
many others, Even Gary, although he did 
not become connected with the steel indus- 
try until middle life and after he had made 
his success, was the son of a farmer and 
got to the top by hard work combined with 
unusual ability. There is no Open Sesame 
to honor in the big company—nor for that 
matter, in the steel trade as a whole—the 
keys to success are ability and energy.” 

erhaps there has been more written 
about the Steel Corporation than any other 
ten corporations in the United States com- 
bined, which only emphasizes its import- 
ance in this country’s business life. And 
Mr. Cotter’s work is a valuable addition to 
all that has gone before, for it contains 
many phases of the fascinating steel indus- 


try that are not to be found in the strictly 
technical books on the same subject. 

As he frankly states the writer made no 
attempt to compile a history of the Steel 
Corporation as a reference work for the 
steel man. Mr. Cotter has assembled all 
the important facts and statistics regarding 
the corporation but he has never forgotten 
that he was writing for the layman. It is 
packed with human interest information 
“for the man in the street.” Its fourteen 
chapters contain a liberal education, not 
only on the Steel Corporation but of a 
period in the country’s industrial develop 
ment (1900 to 1915) that is worthy the at- 
tention of all who own stock. And thor zh 
the author disclaims the role of the te h- 
nical historian his book omits no salien 
event or important figures on the biggest 
corporation in the world. 


ELEMENTARY MANUAL OF 
STATISTICS 


By A. L. Bowley, M.A., F.S.S. (Price 
$2.25 postpaid. For sale by The Maga- 
zine of Wall Street.) 


THE third edition of Bowley’s Element- 

ary Manual of Statistics calls atten- 
tion to the favor with which this volume 
has been received. The scope of the work 
is indicated by the following remarks from 
the preface: “This manual is intended for 
the use of those who desire some knowl- 
edge of statistical methods and statistical 
results without going deeply into tech- 
nicalities or undertaking mathematical an- 
alysis.” 

In part 1 of this careful compilation the 
author discusses the general aspects of sta- 
tistics. In part 2 he becomes more spe- 
cific, as indicated by the following chapter 
titles: The Population Census, Vital Sta- 
tistics, Trade and Transport, Prices, Pro- 
duction, Wages, Employment, Other 
Working-Class Statistics, Income and Cap- 
ital, Taxes and Rates. 

This book is of great value to the finan- 
cial writer, the student of economics, re- 
search workers, statisticians, business men, 
in fact all of those whose thought and ef- 
forts touch upon the field of statistics. It 
is true now as always that “ figures lie and 
liars figure.” The person who understands 
the meaning and proper use of statistics 
has armed himself against one of the in- 
sidious methods (that of the improper use 
of statistics) by which unscrupulous per- 
sons seek to point an argument or gain 
credence from the trustful or unprepared. 
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